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TUNE IN TO BLOOMBERG TV ON 
THURSDAY EVENINGS, OR ANYTIME 
ATBLOOM8ERG.COM 


DOCUMENTARY SERIES THAT EXPLORES THE CAREERS 
WHO HAVE DEFINED THE WORLD OF TECHNOLOGY, 


JAY-Z 


Jay-Z is known as the CEO of 
Hip Hop, and a phenomenon 
in the world of music and 
corporate America. He is a 
multimillioil-selling superstar 
with more number one hits 
than Elvis. At the same time 
he is head of a near-billion-dollar 
enterprise. The one-time street 
hustler and punk is just as at 
home on the stage as he is in 
the boardroom. 





KRAVIS 

His name is synonymous with 'Corporate Titan.' As 
co- founder of the leading private equity firm Kohlberg 
Kravis Roberts & Co., Henry Kravis rewrote the rules 
of leveraged buyouts. Kravis and his cousin George 
Roberts are now lords over ail empire that dwarfs some 
of the worlds mightiest public corporations. 


LARRY 

ELLISON 

Tf you’ve ever deposited a check, booked an airline 
reservation or rented a car, youVe used the business 
software created by Oracle. Larry Ellison, the sixth- 
richest mail in the world with a net worth af $28 
billion, has built the second-largest software company 
in the world — struggling behind Microsoft for decades. 
How did a college dropout become one of Lhe most 
famous tech titans of the era? 
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COULD HYUNDAI EVER BE MENTIONED IN THE SAME SENTENCE AS BMW, MERCEDES 
AND LEXUS? !T JUST WAS. AND IT WOMT BE THE LAST TIME, IF THOR FIRST VENTURE 
INTO THE PREMIUM LUXURY SEDAN MARKET SUCCEEDS THE WAY HYUNDAI HAS THE 
LAST FEW YEARS DISCOVER HOW THE EQUUS (S CHANGING THE GAME OF LUXURY AT 

HYUNDAIEQUUS.COM 



EQUUS 


<S> HYunom 




EQUUS 


HYURDRI 
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BLOOMBERG 


GAME CHANGERS SA 

OF THE MOST INFLUENTIAL AND SIGNIFICANT LEADERS 
FINANCE, POLITICS AND CULTURE. 



A/IARK 

ZUCKERBERG 

26-year-old Mark Zuckerberg 
is the President and CEO 
of one of the worlds most 
successful websites—Facebook— 
and one of the worlds youngest 
billionaires. Not only has he 
changed the game of social 
networking, he's literally changed 
the way people communicate 
with one another. 


GOOGLE 

FOUNDERS 


SERGEY BRIN 

and LARRY 

PAGE 


In 1996, two Stanford PhD 
students 一 a Russian immigrant 
and a kid from the Midwest— 
invented a search engine that has 
changed the world of infbnnation. 
What began as a graduate school 
research project for 22-year-old 
Sergey Brin and 21-year-old 
Larry Page quickly transformed 
into GOOGLE and a mission to 
''organize the worid 5 s information 
and make it universally accessible 
and useful" 
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STEVE 

JOBS 

Steve Jobs is the Superstar of 
Silicon Valley—and has put 
his iconic Apple stamp on 
computers, movies, music 
and mobile phones. He 
has changed the game 
in business, technology 
and entertainment 
and he’s not done yet. 



JON 

STEWART 

For a growing number of 
people, fori Stewart is the most 
trusted newsman in America. 
Although best known as 
host of The Daily Show on 
Comedy Central, Stewart 
now wields political 
influence far beyond 
the show that he calls a 
“fake news* 3 program. 
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that Carlisle was buying a company called Hawk 
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Opening Remarks 
The Keynes Solution 


The U.S., now the world’s largest 
debtor, embraces the great 
British economist’s 70-year-old 
argument. By Peter Coy 


When Treasury Secretary Timothy Geith¬ 
ner traveled to Gyeongju, South Korea, 
for a late October meeting of the G-20 na¬ 
tions* finance ministers and central bank 
governors, he had history on his mind* 
The twin threats of deflation and beggar- 
thy-neighbor currency devaluation have 
been on the global agenda this year in a 
way perhaps not seen since 1944, when 
world leaders met in Bretton Woods, 
N.H. ? to build the postwar, post-Depres- 
sion financial architecture that included 
the International Monetary Fund. Now as 
then, the issue is what to do about chron¬ 
ic trade imbalances that threaten global 
economic stability. Geithner’s team pre¬ 
pared for the G-20 meeting by dusting 
off the IMF’s founding document, which 
includes, as the secretary noted in an 
Oct. 6 speech in Washington, "a now*ob- 
scure paragraph” requiring the Fund to 
investigate countries with chronic trade 
surpluses and recommend howto shrink 
them. Finishing the thought in Gyeongju, 
he advocated a 4 percent limit on the size 
of countries' trade surpluses as a share 
of their economic output. 

In so doing, Geithner was playing a 
role made famous in the 1940s by the 
British economist John Maynard Keynes. 
Geithner warned in Gyeongju, as he has 
many times before, that global growth 
will be hindered if indebted nations are 
forced to bear the full brunt of correct¬ 
ing imbalances. He urged surplus nations 
to shift “away from export dependence 
and toward stronger domestic-demand- 
led growth/' Keynes said the same thing 
more ornately in 1942, vowing to “offset 
the contractionist pressure which might 
otherwise overwhelm in social disorder 
and disappointment the good hopes of 
our modern world." 

This echo across the years is a remind¬ 
er of how dramatically America's posi¬ 
tion in the world has changed. In Bret- 
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ton Woods, the IIS, delegation under 
Treasury official Harry Dexter White 
represented the world’s biggest credi¬ 
tor, bestriding the world like a colossus. 
That's China’s part now. At Gyeongju, as 
in other recent international parleys, the 
U.S. was reduced to the part that Britain 
played in the 1940s—a weakened power, 
running chronic trade deficits and uncer¬ 
tain of how to restart growth. Geithner's 
startling idea for limiting trade surplus¬ 
es relied on language that，according to 
James M. Boughcon, the official historian 
of the IMF，was inserted into the IMF’s 
charter nearly seven decades ago at the 
insistence of the deficit-ridden British, 
The role reversal brings to life a saying 
attributed to Rufus Miles, an aide to Pres¬ 
idents Eisenhower, Kennedy, and John¬ 
son ： Where you stand depends on where 
you sit, Geithner is channeling his inner 
Keynes, at least on trade matters，for the 
simple reason that it’s in his nation's in¬ 
terest to do so. Says Boughton ： “The shoe 
is on the other foot now. The U,S. authori¬ 
ties are trying to persuade other coun¬ 
tries to share the burden" 

Geithner didn’t get the 4 percent 
caps-export powerhouses China and 
Germany shot down the idea, though the 
U.S. will try again when the G-20 heads of 
state meet in Seoul on Nov. 11-12 (page 31)* 
The ministers did make the IMF a cop for 
bringing trade imbalances under con¬ 
trol, and they promised to refrain from 
competitive devaluation. But they didn't 
say anything about countries like China, 
which，although not devaluing, are pre¬ 
venting their currencies from rising. 

The outcome in Gyeongju won’t quiet 
the growing chorus of American free- 
trade skeptics, who argue that unfet¬ 
tered global commerce is killing Ameri¬ 
can jobs and industries, Ian Fletcher, an 
adjunct fellow at the U.S. Business and 
Industry Council，wrote in a Bloomberg 
News column on Oct. 26 that the U.S. 
should slap tariffs on imports “that com¬ 
pete with existing and startup domestic 
producers, if only as bargaining chips to 
force other nations to play fair.” Nor will 
Gyeongju appease Congress* On Sept* 29 
the House passed by 348-79 a bill direct¬ 


ing the Commerce Dept, to treat curren¬ 
cy undervaluation as a prohibited export 
subsidy. Although it applies to any coun¬ 
try, China is clearly the No. I target. “If 
this risks upsetting the People’s Republic 
of China, so be it，” said co-sponsor Repre¬ 
sentative Tim Ryan, an Ohio Democrat. 

The Obama Administration has resist¬ 
ed congressional pressure for retaliato¬ 
ry measures on grounds that they could 
trigger a trade war that would harm the 
U.S. as well as its trading partners. But 
there are few other good options. Broad¬ 
ly speaking, there are just three ways to 
correct chronic trade imbalances. One 
is currency devaluation, and that's hap¬ 
pening now ： The dollar has fallen by 
one-third against major currencies since 
early 2002. Another is trade barriers ， 
which the Obama Administration oppos¬ 
es except when authorized by the World 
Trade Organization. And the third is re¬ 
strictions on investment in the U,S. That 
would force foreigners to spend their 
dollars on American goods and services 
rather than adding to their piles of Trea¬ 
suries. It’s such a heretical idea that it’s 
not even up for discussion. 

The optimistic view among econo¬ 


mists is that trade imbalances will gradu¬ 
ally diminish because of market forces. 
w Looking at it historically, I do think 
these things come and go，” says Jagdish 
Bhagwati, a trade economist at Colum¬ 
bia University. Barry Eichengreen, an 
economist at the University of California 
at Berkeley, says the stresses in the inter¬ 
national financial system can be traced 
to a disjunction between the real global 
economy, which has become multipolar, 
and the financial system, which remains 
overdependent on the U.S. dollar. Eichen- 
green argues in a forthcoming book. Ex¬ 
orbitant Privilege, that diminution of the 
dollar's role will relieve stresses in the 
system ： “This will work itself out in time 
if nobody screws up.” 

It’s easy for academic economists to 
preach patience. Not so easy for Geithner, 
who has been trying to demonstrate prog¬ 
ress on trade before the midterm elec¬ 
tions, lo help minimize losses of Demo¬ 
cratic seats in ttie House and Senate. Tn 
that respect ， too, Geithner resembles 
Keynes, who famously said: “Tlie long 
run is a misleading guide to current af¬ 
fairs. In the long run we are all dead.” ® 


— With Rebecca Christie 


From Surpluses to Deficits 

U S, trade balance as a share of gross domestic product (current account balance, 
including trade in goods and services and investment income) 
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Wipe 'N Dine 

A passion for wine and cheese 
prompted Beatriz Arremony 
(top) to open Brix. Within a few 
months, she opened her second 
business venture, Barnyard 
(bottom), with her husband. 


Beatriz Arremony loves wine— so much so T in fact that 
she dreamed of opening a cozy wine and cheese shop in 
her Manhattan neighborhood. There she would share her 
knowledge and love of wine and artisanal cheese with nearby 
friends and customers. That was her entrepreneurial vision. 


Fortunately; three years ago, Arremony's 
vision became reality when she heard 
about a retail storefront that would soon 
be available that would be perfect for her 
wine and cheese shop. The exposed brick 
and big front windows were just what she 
had in mind. But a visit to the liquor license 
attorney brought bad news. First, liquor 
licenses take six months to be processed 
and, second in New York State, wine and 
food cannot be sold under the same roof. 
Undaunted, Arremony decided to focus 
solely on the wine at first But since she 
did not want to give up the space she had 
just leased, she decided to start an interim 
business to pay the rent. Named While 
We Wait, the short-term venture served 
delicious, unconventional sandwiches to 
local residents and workers. 


After developing a steady following of 
sandwich lovers, Arremony was granted 
a liquor license and converted her bus- 
tiing operation into a wine store, named 
Brix . Most area residents rejoiced at the 
opening of the wine shop, but there were 
some non-wine drinkers who lamented the 
loss of their beloved sandwiches. So when 
space opened up around the comer from 
Brix a few months later, Arremony and her 
then-new-husband Darrin, jumped at the 
chance to open a cheese shop, which they 
named Barnyard. 

Drawing on Darrins upbringing in the 
bakery business, Barnyard serves sand¬ 
wiches, breads and tasty drinks, in addition 
to hard-to-find cheeses. 

Despite its trendy New York City loca¬ 
tion, the down-to-earth Arremonys worked 
hard to ensure Barnyard was anything but, 
says Darrin Arremony. fr We wanted to be 


anti-cool: so that anyone and everyone 
would feel comfortable dropping in. They 
even featured farm animals in the store's 
logo to convey their !aid back atmosphere, 
"People loved Barnyard immediately/ 
says Beatriz. <f They thanked us for opening 
it/ J says Darrin. 

Little did they know that separate but 
complementary stores only a few yards away 
from each other could be good for business. 
“The best thing I ever did for my wine shop 
was open the cheese shop./’ says Beatriz 
Arremony. Sales doubled the first year 
But it wasn't until the holidays rolled 
around the following year that Beatriz 
Arremony knew they had successfully 
made their mark. “I realized [Brix] was 
going to work when customers I hadn't 
seen in a year came in to buy their wine 

for Thanksgiving and Christmas 广 
she says. 

The Arremonys are just as 
smitten with their neighborhood 
and its residents as the residents 
are with them. By focusing on 
serving the individuals and 
families within a few blocks of 
their stores, the entrepreneurial duo has 
developed a solid following and a growing 
circle of friends, who also happen to buy 
from therrL "We want to be fixtures in the 
community/' Darrin says, perhaps not 
realizing how much their enterprises have 
already shaped what the Lower East Side 
has to offer. 


■ N『FROM CHASE 

With no preset spending limit on the 

Ink Bold card from Chase H business owners 
have increased flexibility and greater 
purchasing power Whether you are building 
up inventory for the holidays or need to 
replace a key piece of equipment, Ink Bold 
can meet your changing business needs 

Make your mark with Ink. 


“I realized [Brix] was going to work 
when customers I hadn’t seen in a 
year came in to buy their wine for 
Thanksgiving and Christmas 11 










I’m not your typical business owner. Which is why I’d never settle for a typical 
business card. Ink gives me twice the acceptance worldwide as American Express. 


And if I ever need cards for my employees, they’re free. Make your mark with Ink. 
Go to Chase.com/ink 
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Until Neil Armstrong walked on the Moon, he would not rest. Nor would his crew」(Sea of Tranqutlity, 1969.) 



Until you get to where you want to be. 


You only need to know one thing. 

It isn't that our global reach is extensive. 

Although that's comforting to hear. 

it isn't that we win awards for our services. 

Although we do. Often. 

It isn't that we have access to resources, 
giving us strength and depth across equities, 
fixed income, structured products and currencies. 

Although that, too, is nice to know. 

It isn't that. 

in fact, it’s none of the above. 

It's one simple thing. 

Until you achieve your goal … 


We will not rest 


漆 i UBS 


Name5 and/or references to third parties in this print advertisement are used with permission. © UBS 2010. All rights reserved. 


www, ubs.com/wewitin of rest-us 






Contents Japan I nc. 5 s s^myrai knight fever 12 State-otvned shares up for grabs 13 Obatn a% Myrnbai mission 13 An emerging m ark^t bubble? 14 
America’s infrastructure 14 A tdckle of loans 15 Tom Keene talks to Alan Blinder 15 The week ahead 16 Chariie Rose 18 Edited by Christopher Power 


Global Economics 



A Head Count May 
Reveal China’s Secrets 


►The sixth national census will fry to tally migrant workers and unregistered children 
► 4f Carry Out the Census, Build a Harmonious Society” 


On Nov, 1, more than 6 million govern¬ 
ment workers will go door-to-door in 
China asking residents to fill out census 
questionnaires. For 10 days they will 
scour 31 provinces，330 cities ， 2 ， S00 
counties, and 680,000 villages to find 
out the true composition of the 1.3 billion 
population. The Public Security, Labor, 
and Housing Ministries and Family Plan¬ 
ning Bureau will all help. To rally sup¬ 
port ， a massive educational campaign is 
underway. “Cany Out the Census, Build 
a Harmonious Society” reads one giant 
green banner in a South Beijing alleyway* 


The most daunting challenge will be 
getting accurate numbers for migrant 
workers, the uprooted rural Chinese 
who move ceaselessly between village 
and city looking for work. Estimates 
of the migrant population range from 
140 million to well over 200 million. 
With no fixed abode and often fearful of 
authorities (the household registration 
system restricts where people can le¬ 
gally live and work)，these Chinese have 
little incentive to oblige the authorities. 
Special measures will be needed, says 
Feng Nailin ， vice-director of the census 


effort They include public promises of 
no retaliation against those who have 
not registered their residence properly. 
Census takers will visit warehouses, fac¬ 
tories, and construction sites, where mi¬ 
grant workers can commonly be found. 

Ten years ago the vast majority of Chi¬ 
nese worked for the government, either 
as civil servants or in one of hundreds 
of thousands of state enterprises. Today 
many more Chinese work in the pri¬ 
vate sector and are less inclined to open 
up when Beijing comes knocking. 

Many fear revealing too much could 
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45 


% 


The likely 
percentage of 
Chinese who 
now live in cities 


catch the attention of the tax bureau or 
the police (underpayment of taxes is 
common). A confidentiality agreement 
will be shown to respondents* “Informa¬ 
tion will flow one way-from [other min¬ 
istries! to us, not the other way around/* 
says Feng，who adds that people will not 
be questioned about 
their income. 

With more Chi¬ 
nese having chil¬ 
dren in defiance of 
the one-child rule, 
the mainland now 
has perhaps mil¬ 
lions of unregistered 
children, mostly in 
rural areas. People 
are loath to own op 
to the real size of 
their families, especially when fines for 
extra children can cost several months 
of a family’s income. Fines for breaking 
family planning policy will be lowered 
for those who come clean during the 
census, and authorities will let poor fami¬ 
lies pay on an installment basis. 

The World Bank expects the census to 
reveal that China is adding only 6.5 mil¬ 
lion new people annually, a very small 
number for such a huge population. The 
census will also confirm that the number 
of women of childbearing age , those 
from 15 to 49 years old，peaked in 2008, 
according to researchers at ad agency 
Ogilvy & Mather China, That means 
fewer young people will have to pro¬ 
vide for ever more retirees. “China 
has to start asking: How are we going 
to pay for supporting these elderly?^ 
says Louis Kuijs，economist at the 
World Bank in Beijing* 

The workforce-those from 15 to 
64 years old-will plateau at almost 
I billion in 2015 and then start to shrink ， 
figures the World Bank. These trends 
will help drive labor costs higher. "Over 
the next 10 years，this will become a 
serious problem/* says Zhang juwei, 
deputy director of the Institute of Popu¬ 
lation and Labor Economics at the Chi¬ 
nese Academy of Social Sciences* 

Ail the census data will be put to good 
use by China’s policymakers, says Vice- 
Director Feng. Knowing where migrant 
workers live and work and how many 
children Chinese have could speed revi¬ 
sions to China's household registration 
system and its one-child policy. Ordi- 
naiy Chinese are less sanguine. In an 


online poll on sina.com, one-chird of re¬ 
spondents felt it was unsafe to let census 
takers into their homes. 

Foreign investors are also eager to 
glean insights from the census. With 
some 13 million new urban residents 
every year，the census is expected to 
reveal that close to 45 percent of Chinese 
live in cities, up from 36 percent in 2000. 
Even more interesting will be data likely 
confirming that most of China’s fastest- 
growing dries are smaller ones in the 
interior. "To the extent the census gives 
more information on regional and local 
differences, that is interesting for anyone 
doing business in China，” says Christian 
Murck，president of the American Cham¬ 
ber of Commerce in China. 

The results of the head count could 
change what and how companies 
market in China, says Kunal Sinha, chief 
knowledge officer at Shanghai-based 
Ogilvy & Mather China. Advertising on 
trains might be wise, given the growing 



buying power of migrants. And if fami¬ 
lies are larger than most thought? “That 
has huge implications on everything 
from package sizes of milk Jam, and 
cookies to how much a family spends at 
McDonald's or KFC, says Sinha. “If we 
get a grip on the number of children ， 
this would be very valuable.” 

— Dexter Roberts 

The bottom line The Chinese 2010 census will tackle 
the hard tasks of tracking dmm migrant workers and 
counting unregistered children. 


loons 

A Samurai Reformer 
Inspires a Nation Adrift 

k Politicians and executives embrace 
the latest bout of Ryoma mania 

► “There are parallels between … that 
period and what's happening today 11 

From Prime Minister Naoto Kan to Sap¬ 
poro Beer executives, many in Japan 
are invoking the legacy of Ryoma Saka- 
moto, the 19th century samurai who 
helped modernize the nation's govern¬ 
ment and economy. It’s hard to imag¬ 
ine what Ryoma (known in Japan by his 
given name) would make of his coun¬ 
try's present-day challenges, rang* 
ing from a stagnated economy ， recent¬ 
ly overtaken by China as the world’s 
second biggest，to a political system that 
produces short-lived governments. 

Yet that hasn't stopped Japanese 
leaders from co-opting the much-ad¬ 
mired maverick，who helped pave the 
way for the overthrow of the Tokugawa 
shogunate in 1868, 
Kan mentioned 


Man up, Japans 
The tough- 
mrndad Ryoma 
appeals today 


Ryoma in a speech 
on June 8, the day 
he became Premier, 
drawing compari¬ 
sons between his 
new Cabinet and the militia groups of the 
samurai era. Facing an economy saddled 
with falling consumer prices, rising 
debt, and an aging population, Kan 
pledged that his party would “take on 
issues with fearless courage.” 

The Ryoma mystique, which 
has inspired at least eight TV 
series, is especially alluring 
today given that “Japan is suf- 
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Government Budgets 

State-Owned Shares 
Up for Grabs 


Governments worldwide need 
to pay down budget deficits and 
rekindle investor confidence. One 
way to do this is to sell big stakes in 
state-owned companies to local and 
foreign investors. That’s happening 
in India, Russia, Poland, Malaysia, 
and Indonesia, among other 
countries. The markets have been 
enthusiastic: The stock offering 
in India’s state coal company was 
heavily oversubscribed. After 
decades of privatizations, there’s 
plenty left to sell. 


DATA ： COMPANY, GOVERNMENT REPORTS 


State companies, 
including Aeroftof, 
may offer shares 


Billion was raisad 
from a share sale 
by Coal Indta 


Billion is the 
target for Poland's 
share sales 


Is the si^eofthe 
stated $taka \n tha 
post office 



Moscow just announced 
plans to sell stakes in 
Russia's two latest 
lenders, VTB Group 
and Sberbank. That’s 
just tlie star t ： Plans are 
afoot to sell shares in 
900 state companies, 
including oil major 
Rosneft, airline Aemtlot, 
Russian Railways, and 
oil pipeline Transneft. 
There could be some 
tempting deals from 
the city government 
of Moscow, which may 
offer up its city-owned 
companies，including 
Bank of Moscow and 
AtlaTit-Soyuz airline. 


India 

Coal India, the world's 
biggest coal producer, 
raised $3,4 bilUon in 
India's biggest IPO ever. 
The government plans 
to sell shares in seven 
more companies in 
the next five months. 
Next up ； Power Grid of 
Tndia, followed by sales 
in Indian Oil，Oil and 
Na tural Gas, and Steel 
Authority of India. 


Poland 


The government hopes 
to raise 25 billion zloty 
($8.8 billion) to hdpthc 
budget. It has already 
sold stakes in energy, 
Insurance, copper, 
and phone companies. 
Investors are waiting 
for the government to 
sell a 51 percent stake 
in power utility Etiea 
and 64 percent in the 
Warsaw Stock Excliange, 
the region ’s biggest. 


P0S 


Malaysia 

Kha^anah Nasional, the 
sovereign wealth fund, 
has been selling stakes 
in listed companies. 

Its 32.2 percent stake in 
Pos Malaysia, the postal 
service* may soon be 
sold. A planned offering 
ofPetronas Chemicals, a 
division of state-owned 
Petronas, may raise as 
much as $4.2b 晒 iGn 
and be Southeast Asia's 
bluest IPO this year. 


fering from many problems/ 3 says 
Masaaki Noda, a professor at Kwansei 
Gakuin University. “Ryoma has been 
exploited over and over again in so¬ 
ciety, for Japan ? s militarism, and his 
ghost still remains,” 

Ryoma mania is also a big business. 
Visitors to Ryoma’s birthplace ofKochi 
prefecture, on the southern island of 
Shikoku, rose 71 percent in the first half 
of this year，to 2A million，from a year 
earlier after broadcaster NHK started 
airing its popular Kj/oma Den drama 
in January. Interest in the samurai has 
added 40.9 billion yen ($502 million) to 
Kochi's economy, or about 1.8 percent of 
the surrounding region's gross regional 
product, the Bank of Japan said in June. 

Sapporo Holdings Japan's fourth- 
biggest brewer^ in September started 
nationwide sales of a beer called Oif 
Ryoma. It sold all 480,000 cans of the 
limited edition of its black-label beer 
featuring a cartoon depiction of Ryoma, 
says company spokesman Katsuhi- 
to Ogawa, Nationwide, the company 
hopes to sell 1.2 million cans of the beer 
this fall. Daihatsu Motor has used an 
actor playing Ryoma in a commercial 
for its Tanto Exe car. 

Born the son of a samurai in 1835, 
Ryoma*s efforts to modernize Japan in¬ 


cluded his Eight-Point Program，which 
outlined plans to transform it into a 
constitutional monarchy, institute a 
foreign policy，and regulate trade. That 
formed the basis for the Charter Oath, 
the framework for Japan's first consti¬ 
tution in the Meiji Restoration ， accord¬ 
ing to the Ryoma Sakamoto Memorial 
Museum website* 

“Almost the entire Restoration pro¬ 
gram is contained within this program 
of Ryoma's/' writes Marius B* Jansen ， 
author of Sakamoto Ryoma and the 
Meiji Restoration. "Its language would 
be echoed in the Charter Oath of 1868 ■” 
Before he was murdered at age 33 by 
still-unknown assassins loyal to the 
shogun，Ryoma established ]apan ? s 
first trading company, which led to the 
creation of the Mitsubishi Group. He 
is also regarded as the father of the im¬ 
perial navy. 

“Ryoma said that if Japan didn’t unify 
as one country, it couldn't respond to 
the West，” says Kenshiro Mori，the direc¬ 
tor of the Ryoma Memorial Museum in 
Kochi* "There are parallels between the 
confusion of chat period and what’s hap¬ 
pening todays — Adam he 

The bottom tine Meiji Era reformer Ryoma Sakamoto 
has become a source of inspiration to Japanese in 
tough economic and politicaf times. 


Diplomacy 

After the Midterms, 
Time fora Road Trip 

► Obama heads to India to mingle 
with CEOs and do some business 

► “When a President shows up it's 
time to get the deal done” 

Just four days after a probable Democrat¬ 
ic setback in the midterm elections, Pres¬ 
ident Barack Obama will gas up Air Force 
One for an 8,000-mile trip to India, the 
first leg ofa four-nation tour. He will re¬ 
inforce ties with Muslim Indonesia，enlist 
South Korea and Japan to the American 
side of the currency debate with China ， 
and strengthen diplomatic and economic 
ties with India* 

Obama, who has been seen as hos¬ 
tile to business in polls of executives and 
investors, has a golden opportunity to 
promote US. corporate interests in India 
and show how business-friendly and job- 
focused he can be. While in Mumbai- 
his first stop-the President will attend 
a summit of American and Indian chief 
executive officers. The American 
C-suite elite will be there in force. 
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Attendees include Jeffrey Immelt of Gen¬ 
eral Electric, ]im McNemey of Boeing, 
David Cote of Honeywell International, 

and Indra Nooyi of PepsiCo. They all put 
India high on their list of target markets. 

With Obama in attendance，Indian 
companies and ministries will probably 
ink a half a dozen deals with U.S. outfits ， 
some of them months in the making. 
There’s a $4.5 billion order for Boeing 
C-17 transports, says Ron Somers, presi¬ 
dent of the U,S.-India Business Coun¬ 
cil He says the Indians may announce a 
$4 billion contract for either GE or Cat¬ 
erpillar to supply diesel locomotives. 

While it’s not clear that Obama will 
have to step into any last-minute negoti- 
ating glitches, his presence helps. “When 
a Cabinet oflicial-or even better, a Presi* 
dent-shows up, everybody knows that’s 
the time to get the deal done, says Wil¬ 
liam A. Reinsch, president of the Nation¬ 
al Foreign Trade Council in Washington. 
—— Hans Nichols 


The bottom fine President Obama wilt travel to India 
after the midterms. The trip gives him a chance to 
help U.S. companies land important contracts. 



Emerging Markets 

The Next Big Thing— 

Or the Next Su re Loser? 

► The BRICs are bubbly，unless you 
believe a huge shift is under way 

► Going overseas 

Emerging market flows as a percentage of 
total fund assets 
+ 10 % 

+4% 


- 10 % 





/ Average % 

1/07 

8/10 


DATAr CITI INVESTMENT RESEARCH 


Federal Reserve Chairman Ben Bern- 
anke has tried everything to feed the 
U.S. economy the liquidity it needs to 
revive. In the process，he has conjured 
up more than $1 trillion of fresh mon¬ 
etary stimulus out of thin air. Inevita¬ 
bly, much of it has ventured overseas 
in search of yield. The big beneficia¬ 
ries have been the stock markets of the 
emerging-market economies. Since its 


low in March 2009, the MSCI Emerg¬ 
ing Market Index is up 135 percent, vs. 
75 percent for the Standard & Poor's 
500-stock index. While the two indi¬ 
ces have roughly the same price-eam- 
ings ratios, the discrepancies in perfor¬ 
mance are striking. 

Many investors now worry that the 
ardor for emei^ing markets will desta¬ 
bilize the global economy. Others see a 
long-overdue rebalancing. The question: 
Should investors double down-or stay 
the hell away? 

It’s the emerging emerging-mar¬ 
ket bubble debate of 2010. A case can 
be made that emerging markets have 
gotten way ahead of themselves. The 
week ended Oct, 20 saw record inflows 
to emerging-market mutual funds and 
exchange-traded funds. The $68.5 bil¬ 
lion invested so far this year is on pace 
to shatter last year’s record $83.2 bil¬ 
lion, reports market researcher EPFR 
Global. M While improved risk appetite is 
to be welcomed, one proviso is just how 
narrow the investor focus on emerging 
equities is at this point/* wrote Michael 


Infrastructure 

Potholed Roads, Rusting Bridges，Leaking Dams 


One of the big concerns of both political parties in the U.S. is fixing the nation’s infrastructure. 
Last year’s American Recovery and Reinvestment Act set aside almost $72 billion for repairs and 
fresh infrastructure projects. According to the American Society of Civil Engineers , that’s just a 
down payment on the $2*2 trillion that should be spent through 2014. 


■ Estimated infrastructure spending, 2009-14 
r Estimated infrastructure need, 2009-14 



Aviation 


$87bn 


The critical issue is to roll 
out the Next Generation 
Air Transportation System, 
wliidi will move air traffic 
control from a ground- 
based radar system to a 
satellite-based system. 
NextGen will allow more 
efficient routing of planes. 
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Water 


$140bn 


$255bn 


Leaking pipes lose some 
7 billion gallons of drinking 
water a day, Americans 
are using more water ； 179 
gallons per capita per day, 
up 20 percent from 1950+ 
Many reservoirs, treatment 
plants, and pumping sta- 
tions are nearing the end 
of their “design life，” the 
nuniber of years they wurc 
intended to function. 
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$75bn 


Energy 


$34.5bn 


Demand for electricity lias 
grown more than 25 per¬ 
cent since 1990. While 
investment in transmission 
facilities has increased 
recently, the nation's 
electric miliiies may need 
as nmcli as $L5 tiiLHon in 
investment by 2030. Power 
outages and other distur¬ 
bances cost the economy 
up to $1S0 billion a year. 



Some good news ： In 2007, 
33 percent of the trash 
generated in the U.S. was 
recycled or composted, 
compared with 30.1 percent 
in 2000, Still the US. 
produced 2S4 million tons 
of municipal solid waste in 
2007, up from 239 million 
tons in 2000, according to 
the Environmental Protec¬ 
tion Agency. 



Roads and Bridges 


$3S1.5b<n 


$930bvi| 


More tlian 26 percent of 
U.S. bridges are either 
structurally deficient or 
obsolete: The average 
bridge is now 43 years old. 
On the roads, from 1980- 
2005, auto traffic increased 
94 percent and truck traffic 
doubled. The number of 
highway lanes as measured 
in miles increased by only 
3.5 percent. 
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“I v/ould say globally that 97 p^roent of 
the rare-earth mineral supply comes from 
China. And the Chinese have been saying 
that they want to tighten the»r resource 
management So it certainty will not be 
good for our own resource 
security to rely on a single 
country. We’re in the process 
of diversifying owr sources- !f 
-— Seiji Maehara, 

Foreign Minister of Japan 




Hartnett，chief global equities strategist 
at Bank of America Merrill Lynch, in an 
Oct. 20 note. 

The hunger for emerging-market in¬ 
vestments is more striking from a histori¬ 
cal perspective. Tn (990, eight emerging- 
market equity funds had a combined 
$380 million in assets, according to Morn- 
ingstar. Now 288 funds manage $365 bil¬ 
lion* “ What happens when you have 
a compelling investment case and too 
much liquidity? You get rampant asset 
price inflation； 1 wrote Dylan Grice，a Lon¬ 
don-based global strategist at Societe Ge- 
nerale, on Oct. 22* "Bubbles always start 
with a compelling story. ...Emerging mar¬ 
kets are the compelling story du jour.” 

Believers in a new era are more san¬ 
guine. “Emerging markets get a lot of per- 
Pormance-chasing,” concedes Lawrence 
Weinman, a Los Angeles investment ad¬ 
viser. “But I do think that beneath the hot 
money flows there is a growing realiza¬ 
tion that the relative economic growth 
in the world just won't be in the States.” 
Weinman says the investors he works 
with are changing their allocation models 
to commit more to China, Brazil, India, 
and other fast-growing markets. 

Consider, for example, how far China 
has come vs. how far it has left to go. 
According to economic research firm 
GaveKal, 90 percent of Chinese exports 
come from just 9 of its 31 provinces. The 
other 22 now have a voracious demand 
for road, rail, and air infrastructure. Low 
interest rates in the West, says GaveKal, 
will disproportionately benefit the de¬ 
veloping world because there is more 
opportunity for investment growth. Ac¬ 
cording to Bloomberg and the Interna¬ 
tional Monetary Fund ， China’s econom¬ 
ic output may exceed 10 percent of the 


world's total within two years, com¬ 
pared with 2 percent in 1987. The Group 
of Seven developed nations-the U,S” 
Japan ， Germany, Canada ， Italy，the U.K” 
and France-are tracking to produce less 
than half of global output by 2012, com¬ 
pared with 70 percent in the mi<3-l9SOs. 

Bubble or not，developing econo¬ 
mies are struggling with their newfound 
riches. “They are not desperate for capi¬ 
tal inflows，and currency appreciation is 
hurting their exports/' says Ravi Rama- 
murti, director of the Center for Emerg¬ 
ing Markets at Northeastern University. 

Colombia, whose main stock index is 
up 50 percent this year when transiated 
into dollars, is considering capital con¬ 
trols to stem its peso's runup, Thailand's 
baht is at a 13-year high ； its govern¬ 
ment is mulling a tax on foreign gains 
made on its bonds. This month Brazil 
twice raised taxes on foreign investors 
to guard its exports from what Finance 
Minister Guido Mantega calied a global 
currency war. 

If only the world could be inherited 
on the installment plan. 

— Robert Farzad 

The bottom line Investors are divided between those 
who predict an emerging-market bubble and those 
who see a permanent shift in global equities. 


Lending 

Loans Are Trickling 
Out to Borrowers 

^ Banks, still stingy, at least aren’t 
getting any stingier 

► “The recovery will be very slow. We 
have a long road back 51 

Khalique Rehman，who runs My 
Pain Cliriio in McDonough ， Ga.，got a 
$1.8 million loan this month from Atlan¬ 
ta-based Private Bank of Buckhead. 
was surprised because everyone says it 
would be so difficult，” says the 46-year- 
old physician, who plans to double the 
space of his eight-employee practice 
and hire another doctor and possibly a 
nurse* “I am really happy.” 

American banks increased credit in 
July, August，and September, the first 
consecutive gains since October 2008 ， 
according to Federal Reserve data 
released on Oct. 15. Commercial 


Tom Keene’s 
EconoChat 


Tom talks with former Fed 
Vice-Chairman and current 
Princeton economist AlanS. 
Blinder about Fed policy 


What kind of policy is the Fed 
pursuing right now? 

They are making it up as they go along. 
It looks like the version of quantitative 
easing that they are about to embark 
upon is a lot like what the Japanese did 
between 2002 and 2006 when they 
bought government bonds. 

You have really pushed back 
against Pimco's “new normal/* Do 
you continue to believe that W new 
normal” misses the economic path 
of the US.? 

The thing T take issue with is the idea 
that the trend rate of growth of the 
U.S. has been permanently lowered 
by these events. I look at productivity 
in recent quarters-and really in the 
whole bad period-as having been ex¬ 
cellent. That doesn’t make me pessi¬ 
mistic at all about our long-run ability 
to grow GDP and, by the way ， jobs. 

Would you support a British-style 
austerity budget for the U.S.? 

I do not support it at all. There are a 
few instances in history where that 
has worked，but you would not want 
to bet on it and it is certainly not the 
norm, especially not fora country 
like the U.K. or the LLS., which slili 
has its own currency and is able to go 
to the capital markets to raise funds* 
You know, there was a kind of a false 
generalization from the case of the 
Greeks. If you look at what happened 
with Greece，they sort of ran out the 
string. They could not borrow any¬ 
more. They could not appreciate their 
currency. This is not the situation 
facing us. O 


H Keene hosts Bloomberg 

Surveillance 7-10 1130AM 
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and industrial loans rose in July and 
August after dropping 25 percent, the 
data show. Banks eased lending stan¬ 
dards in the second quarter for the first 
time since the credit crisis began, the 
Fed reported on Aug. 16* 

Some types of lending，including 
commercial real estate and credit cards, 
continue to lag. There’s also the possi¬ 
bility of a contin¬ 
ued decline in U.S. 
home prices and 
problems with im¬ 
proper documenta¬ 
tion of foreclosures ， 
according to Mark 
Vitner，a senior 
economist at Wells 
Fargo* “We are 
likely to see bank 
lending increase, 
but at a very modest 
pace/，he says. “The recovery will be 
very slow. We have a long road back: 

At least there's a road. “Lending is no 
longer collapsing/ 3 says Neal Soss，chief 
economist at Credit Suisse in New York. 
“When you’re in a hole，the first thing 
is to stop digging deeper." Fed officials 
cited the improvement at their Sept. 21 
meeting, according to minutes released 
Oct. 12. “There were some signs that 
credit conditions had begun to improve 
for smaller firms 广 the minutes said. 

Some borrowers still don't see much 
change. Brian Rist, who runs a Fort 
Myers <Fla*)-based hurricane-protection 
company，says he's disappointed that a 
loan he’s negotiating may require him to 
put up family assets as collateral, even 
though his business is profitable and has 
$13 million in revenue* “Banks are trying 
to fend off as much risk as they can/" he 
says. "We have a 16-year track record 
and have never been late on any notes. 

I have no choice” but to guarantee the 
loan personally. 

Fed data show that most of the 
credit growth comes from banks buying 
securities, including mortgage-backed 
bonds, rather than making loans, as 
demand is still weak. Perhaps 2011 will 
be better. Bank of America said on 
Oct. 14 it plans to hire 1，000 employees 
in the next year to focus on companies 
with sales of $3 million or less, O 
— Steve Matthews 

The bottom line Tentative signs of a thaw in bank 
lending are appearing. Yet commercial real estate 
and credit card lending still lag behind 
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Bank of Japan releases 
minutes from Oct. 4-5 
board meeting 

LIS, personal income 
and spending for 
September 


Election Day in the U,S r 

Earnings reports , 
from Discovery 
Communications, 
Kellogg's, OpenTable, 
MasterCard, and Pfizer 


Earnings reports from 
Aetna, American Tower, 
News Carp , Qualcomm, 
and Whole Foods 


U.S. vehicle 
sales for October 


Brazils industrial 
production for 
September 

Earnings reports from 
Apache, CBS, Kraft 
Foods, and Starbucks 


Germany's factory 
orders for September 

Asia-Pacific Economic 
Cooperation finance 
ministers meet in Kyoto 


College Football ： 
Alabama 
at LSU 


bylraBoudway 

Ontario Economic Summit: Speakers 
at the annual Niagara-on-the-Lake 
gathering include economist David 
Rosenberg and Canadian Pacific 
CEO Fred Green, m 

Archer Daniels Midland earnings ： The 
grain processor’s net income is almost 
flat amid rising corn prices, 

► Federal Open Market Committee ： 

The FOMC begins a two-day meeting. 



CVS Caremark earnings report ： 
Analysts expect earnings to slump 
about 16 percent iron last year, 
as the stalled economy causes 
people to put off medical 
treatment. 

► Abu Dhabi Art: The emirate hosts 
its second annual contemporary 
art fair with i 
from 47 galleries 
worldwide. 


d annual contemporary 
ih Sibils gjQ 



► U.S, unemployment: Surveyed 
economists expect the October rate 
to hold ffat at 9,6 percent. 

► AIG earnings report ： The bailed-oul 
insurance company raised $17.8 bi 卜 
lion with the IPO of its A1A unit. 


Obama visits India ： 

The President begins his first 
state visit to India by attending 
a U.S.-India Business Council 
summit in Mumbai. 


U.S. daylight 
savings time ends 

ING New York 
City Marathon 



► Burmese elections ： 

The ruling military junta holds the 
nations first elections in 20 years. 
The U.N. has questioned the fairness 
of plans lor the vole. 


For more events and interactive content, visit Bu$ine$$week.com. 
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We focus on controlling Notre Dames printing 
costs. So they don’t have to. 

Xerox developed a comprehensive program to help make the University of Notre Dame's student printing 
services more efficient. Now costs have been reduced by 20%, and paper usage is down by 60%, So the 
Fighting Irish are free to focus on winning-on the field and off. 
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Charlie Rose talks to 


Jacob Hacker, Arianna Huffington ， 
Steven Pearlstein，and Kenneth Rogoff 




A roundtable on income 
inequality and its impact on 
the American middle class- 
and the elections 


The central question of this political 
season is, what happened to the 
middle class? What happened to 
the American Dream? 

Huffington Posts Arianna Hufflngtcn; 
Something went terribly wrong* Right 
now, two-thirds of Americans believe 
that their children are going to be worse 
off than they are. America without a 
middle class is a Third World country. 
And if we don't course-correct and take 
the danger of the crumbling middle class 
seriously, we are really going to become 
a country of extremes, with the rich 
behind gates protecting their kids from 
kidnapping and everybody else strug¬ 
gling to make a living. 

Explain to me what the middle 
class actually is today? 

Yale University^ Jacob Hacker: 

Americans know that chey want to be 
part of the middle class. It*s an aspi¬ 
ration as much as it is an income cat¬ 
egory. One of the things that is striking 
when you start to look at the statistics 
is that most Americans really have ex¬ 
perienced very similar developments 
over the last 30 years，because most 
of the economic gains have gone to a 


very small slice at the top. When you 
take into account income taxes and 
government benefits and private health 
Rogoff~~ I insurance and pensions, rough- 

- -- ly 40 percent of all household 

income gains over the last generation, 
from 1979 to 2007, went to the richest 
1 percent of Americans. So it’s not that 
strange to think that even someone 
who s s making $200,000 a year would 
think of themselves as middle class in 
that context* 

Ken ， you’ve written about eight 
centuries of economic collapse. So 
wlial } s the arc that led us to where 
we are now? 

Harvard University’s Kenneth 
Mogoff: Well, 1 think the biggest part of 
it is this process of globalization going 
on with China and India. Pour 2.5 billion 
people into the world labor market- 
and they're poorer and some of them 
are willing to work very hard - it’s going 
to hit you no matter what your policies 
are，But there’s certainly an overlay of 
policy which instead of making things 
better made things worse. It brought 
us the financial crisis and exacerbated 
income inequality. 


Steve, you’ve said that it’s no 
coincidence that polarization of 
income distribution in the U*S* 
goes hand-in-hand wllha polarized 
political process, What J s the impact? 
Washington Posfs Steven Pearlstein: 
As more and more of the income gets 
concentrated in Ihe top，people at the 
top might use some of that money to 
essentially buy the political process, to 
buy politicians，to buy lawyers, to frus¬ 
trate regulatory efforts，and essentially 
turn government into an instrument in 
which they can get yet more. 

If you go back to the Progressive 
Era, that’s what they were concerned 
with. The reason chey wanted to bust 
the trusts was because the trusts 
would use their money to essential¬ 
ly use government as a dub against 
everybody else. 


HuMnglon: The anger that has been 
unleashed is really something that 
is threatening not just our economy 
but our democratic stability. It 5 s very 
serious. That is really the by-product of 
that sense that the dice are loaded, chat 
somehow we don’t have a level playing 
field. And that is really what is at the 
heart of this demonizing, scapegoating, 
turning us against one another. 

People are looking for someone 
to blame for the state of things. 
Rogoff ： I thought a signal moment in 
this was when President Obama gave a 
speech on Wall Street just before the fi¬ 
nancial regulation bill was passed. He 
said, "Stop lobbying us. We've got to do 
this. You’ve really got to stop lobbying 
us. You have to accept it,” 

He didn't say: If you don’t, we’re 
going to stop accepting your money. 
We*re going to cut off the revolving door 
that puts many top officials who regu¬ 
late you into the financial sector. 

It really is a profound problem. 

Members of the business 
community say the reason that 
they have problems with the 
Administration is that the 
President demonizes business, 
Hacker: Well ， that’s not what Ameri¬ 
cans think. The Pew Research Center 
asked people who they think the 
government was helping a great deal 
in the wake of the economic crisis. 

And 53 percent said that Wall Street 
was being helped a great deal. Two 
percent thought that the middle class 
was being helped a great deal. There's 
a real sense of disconnect among 
Americans* They feel as if the lobbyists 
are swarming over Washington，getting 
what they want. And yet there’s 10 per¬ 
cent unemployment. There’s been a 
decade of no growth，30 years of rising 
disparities. © 

I Watch Charlie Rose on 
Bloomberg TVweektrights 
at8p.ru. and 10p.m. 
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From first apartments to homes on the range, we all invest with the hope of moving 
up in the world. Which is why millions of mutual fund investors rely on our strategic 
expertise and risk management experience to help their dreams come true. Asset 
Talk to your financial advisor about mutual funds from Goldman Sachs. Management 


Summary prospectuses, if available, or prospectuses for the Funds containing more information maybe 
obtained from your financial advisor. Please consider a Fund’s objectives, risks, charges and expenses, and 
read the summary prospectus and the prospectus carefully before investing. The summary prospectus, and/or 
the prospectus contain this and other information about the Fund gsam.com Goldman, Sachs & Co. is the distributor of the 

Goldman Sachs Funds. ©Goldman, Sachs & Go., 2010. All rights reserved. 


































The Chemical Company 


noses love fresh paint 

Water-based paints made with our Acronal Optive® acrylic latex are 
easy to apply. And they don’t give off unpleasant odors, so a room 
can be painted and reoccupied in less than one hour. Fresh paint 
without a bad smell is no longer a contradiction: at BASF, 
we create chemistry, www.basf.com/chemistry 
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A Funny Thing Happene 
On the Way to Basic Cable 

► Cable network TBS is court!ng a Web-savvy audience for Conan O'Brien's newshoW 

► “By aligning with Conan, it gives man identify that instantly equals comedy 55 \ 



How do you reinvigorate a populist 
comedy uprising that’s settled into a 
complacent lull? Try hiring a blimp ， 
tricking it out with interactive Inter¬ 
net gadgets，and flying it across coun¬ 
try* Or perhaps hire a man in a taco 
suit to dance in front of a live Web cam. 
Maybe even stuff a stunt car full of 
popcorn and fireworks and drive 
off a cliff, 

Conan O'Brien and his new bosses 
at the Atlanta-based cable network TBS 
have tried all those stunts-and more-in 
recent weeks as part of an all-out market¬ 
ing push to reignite interest in CTBrien’s 
imminent migration to one of the less- 
edgy networks on cable* The target of 
this marketing quirkfest is potential view¬ 
ers, particularly those who frequent 
Twitter, Facebook^and YouTube. 

Beipg thelate-night fieadlii^at TBS, 
the erstwhile H Superstation M that wa^ 
l^ng the purveyor of J Love Lucy rerum 
and the television home of the Atlarv \ 
ta Braves, is a bit of a comedown front - 
O'Brien's former chair at-WBC*s The 
Tonight Show, the topjeomedic venue 
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on broadcast TV. That perch brought 
household-name states to the likes of 
Steve Allen Johnny Carson, and Jay Le- 
no-and steady profits t^he coffers of 
the Peacock Network for deeades,_Eut 
in today’s fragmented media market ， 
comedians such as Jon Stewart and Ste¬ 
phen Colbert, who appear on Viacom s 
Comedy Central, have shown that the 
big broadcast networks no longer have a 
lock on late-night eyeballs, 

TBS，which according to The Daily 
Beast is paying O’Brien $10 million to 
$15 million annually, is betting it can 
get similar results from the red-head- 
ed comic’s 11 p.m. nightly show, Conan, 
which makes its debut on Nov, 8. 

“Conan is arguably the biggest broad¬ 
cast celebrity to come to cable" says 
Steve Koonin, president of Time War¬ 



ners Turner EntertainmentxNetworks, 
which include TNT and TBS. You look 
at a lot of networks-they have 专 ood 
shows, but they don，t mean some¬ 
thing, Pm not talking ratings; Fm talk¬ 
ing identity. By aligning with Conan Jt 
gives us an identity that instantly equals 
comedy, which is what we’re trying to 
h€. WeThink Conan is one of the best 
brand enhancers in all of televispn: 

O’Brien and longtime sidekick Andy 
Richter have!been on TV hiatus since 
January when, amid lacldpster ratings ， 
々 Be executives cut shoifO'Brien^ brief 
tenuc^as TneTonig^t Show^ host* The 
nasty public parting, which cost NBC 
an exit package estimated to be worth 
roughly $45 million，touched off a fren- 
zied^ublic backlash. Along the way, 
Obrien emerged as a folk hero for the 
^social media set. Google's YouTube ex¬ 
ploded with clips of fellow comedians 
supporting O’Brien and mocking his pre- 
decessor-tumed-successor and some¬ 
times nemesis，Jay Leno. Fans marched 
in protest outside of NBC. They upload¬ 
ed triumphant photos from their Conan 
love-ins on Tumblr. They pledged al¬ 
legiance to tf Team Coco” on Facebook. 
0*Brien grew a beard and kept in touch 
with the faithful on Twitter. 

Now, some nine months later, TBS 
is attempting to revive the Team Coco 
fervor. Over the summer, TBS kicked 
things off with a series of 30-second 
TV spots featuring ihe chorus from 
the John Waite song Missing You and 
images of lovelorn fans coping with 
their bereavement in unusual ways- 
such as a despondent fellow spelling 
out “Conan” with the letters in his bowl 
of alphabet soup. 

In late September，TBS unleashed 
the full campaign. During TBS，s annual 
coverage of the Major League Base¬ 
ball playoffs，the network pro- 
yided aerial views of the games ， 
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Retailing 

In China’s Ikea Stores ， 
Loitering Is Encouraged 

► By letting visitors linger, the chain 
hopes they 1 " buy as incomes rise 

► still living m a dorm, but 1 want 
my future home to look like this” 

Yang Shuqi paces the aisles of an 
Ikea store in Beijing^ looking fora 
“small bed with toys.” She’s not plan¬ 
ning to buy one-her grandson Beibei 
just needs to take a nap. Unfortu¬ 
nately on this Saturday afternoon ， 
every bed in the 43,000-square-me- 
ter (463,000-square-foot) store is 
occupied, with some children and 
adults fast asleep under the covers. 
Managers at the Swedish furniture re¬ 
tailer don’t mind. They figure that the 
more customers choose to relax in its 
Western-style showrooms or grab a 
cheap snack at the in-store restaurants, 
the more likely they’ll be to make a 
purchase once their incomes catch up 
with their aspirations, 

"The idea is that maybe if you've 
been visiting Ikea, eating meatballs, hot 
dogs，or ice cream for 10 years，then 
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courtesy of a big, orange Conan-TBS- 
branded blimp. Online，fans could 
follow the blimp's movements, look at 
constantly updated photos, and inter¬ 
act with fellow O’Brien fans by “check- 
ing into” the blimp on location-based 
social network Foursquare. There 

was even a 24-hour 


Web users who 
viewed the 
24-hour Coco 
Cam tracking 
Team O'Brian 


Coco Cam on the 
Web streaming live 
video of Conan and 
his crew making 
odd preparations 
for the new show. 

The rollout was 
designed to maxi* 
mize Conan's vis¬ 
ibility on the Web. 

So ads featuring 
the blimp-like the 


print ads in Vanity Fair, the photo shoot 
of O’Brien posing with a European barn 
owl, and the music video of O’Brien soap¬ 
ing up his desk in slow motion-were 
cross-posted on a handful of Conan-cen¬ 
tric websites，including teamcocoxom, a 
Facebook page, and a YouTube channel 
One reason for the Web focus ； O’Brien’s 
popularity with younger viewers. “Here’s 
a guy, Conan，who is in his 40s who at¬ 
tracts audiences in their 20s and 30s ， 
competing against guys in their 60s who 
attract audiences that are virtually the 
same age,” says Koonin. "The audience 
should be the youngest in late night. 
That’s what advertisers crave.” 

Since introducing its "Very Funny ，， 
tag line in 2004, TBS has grown into 
one of the top-rated channels on 
cable，thanks in large part to the net¬ 
works acquisition and repackaging of 
proven comedy series，such as iein- 
feld, Everybody Loves Raymond, The 
Office ， and Family Guy. Despite the 
network’s success，TBS is still large¬ 
ly perceived as an accidental destina¬ 


tion-a place people stumble on while 
channel surfing, not a go-to place for 
original programming, says Robert 
Thompson, the director of the Bieier 
Center for Television and Popular Cul¬ 
ture at Syracuse University. 

Turner executives hope Conan ? s ar¬ 
rival could change that* “There may 
be some college students who wiJl dis¬ 
cover what number TBS is on their 
cable dial for the first time because they 
want to watch Conan〆 says Thompson. 
“Comedy Central has demonstrated that 
late night is no longer just the purview 
of the broadcast networks，” he adds. 
“Late night is potentially a cash cow.” 

A recent study by Advertising Age 
estimated that in 2009, CBS’s The Late 
Show with David Letterman earned 
$271 million in ad revenue; NBC's The 
Tonight Show brought in $175,9 mil¬ 
lion; and ABC，s Jimmy Kimmel Live! 
earned $138.1 million. Time Warner 
Chairman Jeffrey Bewkes in August 
boasted that TBS was already getting 
ad rates for Conan on par with its late- 
night competitors. 

O’Brien’s move to cable sets up a po- 
tentiai showdown against Comedy Cen- 
tral，s The Daily Show with Jon Stewart fol¬ 
lowed by The Colbert Rq^ort. So far this 
television season, according to Nielsen 
research , The Daily Show has averaged 
1,948,000 total viewers* During the final ， 
frenzied week of O’Brien’s NBC run, The 
Tonight Show averaged 5.3 million view¬ 
ers* So do TBS execs think O'Brien is 
going to trounce Stewart? “Conan is top 
of the class，’’ says Koonin diplomatical¬ 
ly. “We think his ratings will be extreme¬ 
ly competitive with late night both on 
broadcast and cable.” No potshots from 
the blimp just yet — Felix Gillette 


The boffom line Cable network TBS is courting 
younger viewers on the Web for its new late-night 
show featuring Conan O Brien. 


Conan's Competition 

Among fans of late-night talk, a larger share of those who view 
the cable funnymen (and woman} are younger 


LATE NIOHT SHOW 



The Tonight Show 

NBC 

3,739,000 

1,270,000 

The Late Show with David Letterman 

CBS 

3,592,000 

i,209,000 

Jimmy Kimmel Live! 

ABC 

1,676,000 

697,000 

The Daily Show 

Comedy Central 

1,948,000 

162,000 

The Colbert Report 

ComedEy Central 

1,382,0 

%87S,000 


Chelsea Lately 


DATA ： NIELSEN DATA FOR SEPT. 20-OCT. 24, 20lt> 


E! Entertainment Tele vi si on 911 613,000 


November 1 — MovemberT, 2010 

Btoomberg Businessweek 


ww 


tcloloHd d<^>o8<』tos LlJ DV5l Al'h- LLl D^al =N<N0D 一 {二 oaLJasoolm^) oioHd d-c 一 Srs30v5l AiiuiD "v LlJ yl 




























November 1 — November 7,2010 

Bloomberg Businessweek 


Opening day of 
Ikea’s Shenyang 
store in May 


maybe you will consider Tkea when you 
get yourself a sofa，” says Ian Duffy, the 
company's Asia-Pacific president. 

Ikea plans to more than double the 
number of its stores on the mainland 
by 2015, to IS, on a bet that incomes in 
China will continue growing at a fast 
dip* (Per-capita gross domestic product 
has more than tripled in the past decade 
alone). The chain said last month it will 
add $300 million to the $L2 billion al¬ 
ready being spent by a developer it 
partly owns to incorporate stores into 
new malls. The world’s largest home 
flirnishings retailer also has three out¬ 
lets in Hong Kong among more than 300 
worldwide. 

Market researcher Euromonitor In¬ 
ternational expects China’s home-fu[- 
nishings market to surge 17 percent this 
year, to $28 billion. ^Government stim¬ 
ulus spending and favorable policies 
toward retailing and consumer lending 
have encouraged overall retail growth 
in China，” says Alex Liu, a Euromoni- 
tor analyst in Shanghai, Ikea, which has 
been in China since 1998, doesn't break 
out sales for the country; Euromonitor 
figures the Swedish retailer has the big¬ 
gest share of China's ho me-flirnishings 
market, at about 7 percent. 

Ikea’s Scandinavian-design furni¬ 
ture and in-store cafeterias serving 


Western fare are big draws for up-and- 
coming Chinese. U I like the environ¬ 
ment；' says Zhang Xihua, a 62-year-old 
retired schoolteacher from Wenzhou, 
who makes it a point to drop in at an Ikea 
store in the northeastern section of Bei¬ 
jing when she visits her son. “It makes 
you feel like you're abroad: 

China's real estate boom also is 
bringing customers to Ikea. Property 
sales in the first nine months of this 
year rose 15.9 percent from the year 
before, the nation’s statistics bureau 
said on Oct. 15. 

Even after years of record-break¬ 
ing economic growth ， however ， Chi¬ 
na's per-capita gross national income 
ranked 120th by purchasing power 
last year，according to the World Bank, 
So, for now, there's a lot more look¬ 
ing than buying for many Ikea visitors. 
At the Beijing store，Xu Nan，a 22-year- 
old college student，had one of her 
friends snap a photo of her lounging 
on a black Vreta sofa that seils for 7,999 
yuan ($l ， 197)-the equivalent of one- 
third of China's annual per-capita GDP, 
*Tm still living in a dorm, but I want 
my future home to look like this，” she 
s3YS.~Michael Wei 

The bottom fine tkea stores are popular with Chinese 
consumers, but many browse rather than buy. The 
chain, eager io build its brand, doesn't mind. 


Retailing 

Big Chains Rediscover 
Urban Food Shoppers 

► Wal-Mart and others aim to bring 
groceries to inner city dwellers 

► 'The beauty is there is a relative 
lack of competition in that space” 

Wal-Mart Stores is gearing op to open 
small outlets next year in LLS. cities, 
where it hopes to sella lot of groceries. 
Trouble is, at least a half-dozen others 
are also seeking accelerated growth in 
urban America* CVS Caramark, Wal¬ 
green, Supervalu ， and Family Dollar 
Stores all are offering more fresh food 
at their urban outlets or opening small 
stores in neighborhoods with limited 
access to nutritious grub. 

While selling food is a mature bust- 
ness, 23.5 million Americans live in un¬ 
derserved urban areas-a market po¬ 
tentially worth $100 billion a year，says 
Jim Hertel，managing partner with retail 
consultant Wiilard Bishop. “It’s easy to 
go into a liquor or convenience store and 
find potato chips，” he says. “But in terms 
of something you would feel good 
serving your family，not so much.” 
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The big grocery store chains largely 
abandoned the cities in the 1970s and fol¬ 
lowed their customers to the suburbs. 
There they found abundant，cheap Jand 
and built superstores and parking lots 
large enough for 1,000 cars. Now they 
have saturated that market and are turn¬ 
ing their attention back to urban neigh¬ 
borhoods that have long been served by 
mom-and-pop stores-or not at all- 

About five years ago. Family Dollar 
began sellings limited selection of mostly 
packaged and frozen food in New York ， 
Chicago, and Detroit. As the concept 
caught on，the company began carrying 
staples such as bresid ， eggs，and milk. “We 
have a bulkhead in many major urban 
areas，and well continue to build on 
[that]；' Chief Operating Officer R, James 
Kelly said in October. 

Now other retailers that traditionally 
haven’t carried groceries are moving in* 
Pharmacy chain CVS Caremark is adding 
fruit ， salads ， sandwiches, and other pre¬ 
pared meals at a growing number of its 
city locations. The second-largest U,S. 
drugstore chain, behind Walgreen, plans 
this year to remodel about 300 urban 
stores to carry food items in Boston, New 
York, Washington, Detroit, and Phila¬ 
delphia* Eventually one-fifth of its 7,000 
stores could be reconfigured, CVS says. 

While CVS is aiming at a cross-section 
of consumers, Save-A-Lot, a no-frills grocer 
owned by Supervalu，taigets households 
with incomes below $45,000 in neighbor¬ 
hoods where supermarkets are scarce* The 
U.S. government is offering $400 million a 
year in loans and tax incentives to lure 
stores offering better quality food 
to these underserved areas 
by 2017, part of First Lady Mi¬ 
chelle Obama’s campaign to 
reduce childhood obesity* 

Save-A-Lot, which is seek¬ 
ing government aid, has about 
half of its 1，200 stores in urban 
areas，and the company plans 
to keep the ratio the same as 




Tax breaks lura 
somegrocarsto 
yr^anar#as 


it doubles its store count over the next 
five years. To undercut rivals on price 
by as much 40 percent, Save-A-Lot selJs 
mostly house brands and carries fewer 
items than a full supermarket. “We 
target the value-seeking and income- 
challenged consumer，” says CEO Bill 
Shanen “The beauty is there is a relative 
lack of competition in that space" 

Last year, Chicago Mayor Richard M. 
Daley asked Walgreen to help serve neigh¬ 


borhoods with no food stores in parts of 
South and West Chicago. The retailer has 
since opened 10 pilot stores，which carry 
about 750 more food items than tradi¬ 
tional Walgreen stores，including frozen 
ground meat ， chicken, fresh fruits，and 
vegetables. Sales have surged at these lo¬ 
cations even though the company has 
done almost no marketing, says John 
Grant, who runs its "urban oasis” project. 
w That has come primarily from word of 
mouth and signage，” he says. 

The rush by dollar stores ， pharma¬ 
cies, and grocery chains into the urban 
food market means Wal-Mart will face en¬ 
trenched players that know the terrain as 
it rolls out up to 40 smaller urban stores 
next year. “It’s dear that in large cities, 
customers want to shop at Wal-Mart, and 
we are working hard to make access 
to our brand easier for them,” says 
spokesman Steven Restim 
The retailer also will have 
^ 1 to contend with Target, 
which already operates 
stores selling food in U.S. cities 
and plans to start opening 
smaller locations of its own. 
And given Wal-Mart’s big-box 


history, getting the merchandise mix right 
in small, urban stores may not come natu¬ 
rally, says Willard Bishop’s HerteL “Name 
alone won’t get it done，” he says. “It may 
get the consumer in the store one time, 
but the second trip will be the moment 
of truth； 7 —Carol Wolf，with Chris Bunin 
and Matthew Boyle 

The bottom tine Supermarket and drugstore chains 
are boosting their food offerings in underserved urban 
areas. Wal-Mart plans 30 smaller stores as well 


Sports Apparel 

Under Armour’s Daring 
Half-Court Shot 


► The maker of upscale sports 
apparel moves into basketball shoes 

► If the shoe fails, “critics w 川 say [it] 
can’t ever be a footwear company” 

Under Armour Chief Executive Officer 
Kevin A, Plank beat the odds in college 
when he won a spot on the University of 
Maryland football team as a walk-on and 
eventually became one of its captains. 
His next challenge could make that feat 
look easy. Under Armour on Oct. 23 
launched a basketball shoe line, called 
Micro G，to take on the longtime ruler 
of the court. Mile©* It's all part of Plank's 
quest to make Under Armour, with 
$856 million in sales in 2009, “the big¬ 
gest, baddest brand on the planet. 

In the $2.5 billion U.S. market for 
basketball sneakers. Plank confronts 
more than just Nike’s 95 percent share 
and the billions it spends on market¬ 
ing. Sales of basketball shoes in the 
U.S. have slid for the past three years 
as fewer people play the sporl，says 
SportsOneSource analyst Matt Powell* 
And Under Armour's earlier disappoint¬ 
ments in cross-training and running 
shoes suggest its hoop dreams maybe 
tough to realize. 

If Plank harbors doubts about taking 
on Nike in its stronghold, he isn’t show¬ 
ing it* “Our goal for getting into basket- 
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ball is to be No. 1" he says. s Tm 38. I’ve 
got a long time.” As for Nike，he adds, 
“those guys are old.” 

Despite the trash talk and Bal¬ 
timore-based Under Armour’s fast 
growth (sales at its core apparel busi¬ 
ness have tripled in the past five years). 
Plank has had difficulty climbing the 
learning curve in sports footwear. In 
2008, Under Armour spent big on a 
Super Bowl ad for a line of cross-train¬ 
ing shoes-months before the shoes ac¬ 
tually reached stores. Many shoppers 
had forgotten the ad by the time of the 
shoes 3 debut. Meanwhile, tepid sales of 
the Sine of running shoes it introduced 
in 2009 have led the company to allow 
retailers to discount them or simply 
send them back to clean out invento¬ 
ries. Under Armour holds a slim 1.1 per¬ 
cent of the athletic shoe market, says 
SportsOneSource * 

Another failure in athletic shoes 
could hurt Under Armour’s long-term 
prospects, says Nathan Brown，an 
Overland Park (Kan.)-based analyst for 
Waddell & Reed, the second-largest 
holder of the company’s shares. “If the 
basketball shoe doesn’t do well，there 
will be questions because now you，ll 
have strike two and critics will say this 
company can’t ever be a footwear com¬ 
pany" Brown says, “Then the probabil¬ 
ity of that dream of eventually becom¬ 
ing an Adidas or Nike has to go down ， 
Plank says Under Armour has 
learned from its missteps. He’s reached 
outside the company for expertise ， 
hiring Eugene R. McCarthy, who 
previously ran Nike 5 s Jordan brand, 
to be senior vice-president for foot¬ 
wear* McCarthy added Nike veterans 
Dave Dombrow as creative director 
and Charlie Brown as sourcing chief 


that the previous shoes lacked. Prices 
for the lightweight Micro G will range 
from $80 to $110. 

As Plank prepared for the Micro G 
launch, he told employees to start 
thinking of Under Armour as a foot¬ 
wear brand, not just an apparel maker. 
“I called our marketing team and said ， 
*Go through this building and find any¬ 
thing that says we are only an apparel 
brand and throw it a'vay，”* Plank says. 
ft We are Under Armour performance* 
We're going to walk it. We’re going to 
talk it，and we're 
going to believe ic.” 

Plank expand¬ 
ed Under Armour 
by identifying 
profitable market 
niches, such as its 
namesake under* 
garments that pulf 
moisture away 
from athletes* 
skin，says Michael 
Baron, an analyst 
for New York-based Baron Capital, the 
largest holder of Under Armour shares. 
Getting into basketball shoes, however, 
is “a whole other level" Baron says. 

One reason: Nike spent $2.4 bil¬ 
lion on marketing in its last fiscal year, 
or almost three times Under Armour’s 
annual sales and 20 times its marketing 
outlays* Perhaps that’s why the Beaver¬ 
ton (Ore.) sports giant isn’t exactly run¬ 
ning scared* “While our main focus is 
on fulfilling our own potential, which is 
unlimited，we thrive on competition of 
any kind,” says Nike spokesman Derek 
Kent when asked about Under Armour’s 
foray into basketball “We expect to fur¬ 
ther expand our leadership position.” 
—Matt Townsend 


Munitions 

Misfires Aplenty at 
Cerberus’ Gun Unit 

► A bad economy and a combat rifle 
recall have hit Freedom Group 

► “The unexpected firing of multiple 
rounds 11 could be dangerous 

Cerberus Capita! Management has 

sent in reinforcements to shore up its 
munitions company, Freedom Group, 
Yet that hasn't stopped the discourag¬ 
ing news from the Madison (N*C*)-based 
gun and ammunition manufacturen 
Since 2006, Cerberus, a New York- 
based buyout firm vvich assets valued 
at about $23 billion，has scooped up 13 
firearm and ammo brands. These in¬ 
clude well-known names such as Rem¬ 
ington, Marlin, Bushmaster, DPMS/ 
Panther Arms，and Barnes Bullets. Cer¬ 
berus has combined these investments 
into Freedom Group, The company 
enjoyed a booming 2009 with sales of 
$8487 million，making it the country’s 
largest civilian arms maker 

A year ago, Cerberus filed with the 
Securities and Exchange Commission 
to take Freedom Group public. The 
gun play looked like it would pay off 
nicely. Since then, however，Freedom 
has suffered setbacks. The gun market 
sJowed in 2010 s and the initial public 
offering so far has not happened. In 
September, Freedom’s chief executive 
officer，Theodore Torbeck，resigned 
abruptly without the company naming 
a permanent replacement. 

Cerberus announced that Robert 
L, Narddli，former CEO of Chrysler 



Under Armour’s 
Micro G 
Black Ice 
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and moved two-thirds of ihe footwear 
unit's 90 staffers into new positions. 

He also is flushing unsold running and 
training shoes out of dealers' invento¬ 
ries and plans to introduce new shoe 
models next year. 

The release of the Micro G, pro¬ 
moted by Brandon Jennings of the 
National Basketball Assn：s Milwau¬ 
kee Bucks, will be a less splashy affair 
than the botched cross-trainer debut, 
says Plank, There are no big ad buys, 
small number of pairs have landed at 
such national retailers as Foot Locker 
and urban chains like Jimmy Jazz in 
New York to create pent-up demand 


The bottom tine After earlier flubs in athletic footwear, 
appsrel maker Under Armour is introducing basketball 
shoes, a stronghold of sports leader Nike. 


and Home Depot, would head Free¬ 
dom Group while the antis maker 
searched for a long-term chief. 
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Nardelli, 62, had run Chrysler for Cer¬ 
berus until 2009, when the carmaker 
filed for bankruptcy after one of the 
worst sales slumps in decades. He was 
ousted as CEO of Atlanta-based Home 
Depot in 2007 amid criticism of the 
compares lagging performance and 
his compensation. 

In October, Freedom Group took 
two more public-relations hits. Bush- 
master announced on Oct* 15 that it 
was voluntarily recalling its Adaptive 
Combat Rifle (ACR) because of a flaw 
that can turn the semiautomatic gun 
into a fully automatic that fires contin¬ 
uously when the trigger is pulled, “The 
unexpected firing of multiple rounds 
creates a potentially dangerous situa¬ 
tion" the recall notice stated- 

An outside spokesman for Freedom 
Group, Michael Fox，says the company 
isn’t releasing the number of rifles af¬ 
fected. Freedom “will revisit the exact 
timing of the IPO following the naming 
of the new CEO； 5 he adds. A Cerberus 
executive, who requested anonymity, 
says Freedom “has been hitting singles 
and doubles when we're looking for 
grand slams. That's why we sent in Bob 
Nardelli. That’s what he does.” 

Introduced in January, the ACR is a 
military-style rifle intended for civilian 
and police customers, Bushmaster has 
been advertising the gun prominently 
on its website, calling it “the only rifle 
you need to master the infinite number 
of extreme scenarios you’ll face in the 
worlds of law enforcement and personal 
defense.” The basic version of the ACR 
comes with a 30-round ammunition 
magazine，a muzzle-flash suppressor ， 
and a manufacturer's recommended 
retail price of $2,685. 

Meanwhile, CNBC in October aired 
an hour-long documentary, Remington 
Under Fire, that focused on long-stand¬ 
ing allegations that the popular Rem¬ 
ington Model 700 rifle for hunters and 
snipers has an unsafe trigger that can 
cause accidental discharges-accusa¬ 
tions Remington has denied for years. 

So far this year，according to a 
Sept. 17 filing with the SEC，Freedom 
Group has paid Cerberus fees total¬ 
ing $1.1 million “for consulting services 
provided in connection with improving 
operations " © — Paul M, Barrett 

The bottom fine Cerberus investments in firearm 
and ammo brands have been hit hy a tough economy, 
negative press, and a combat rifle recall 


Briefs 


Ford Motor 

Carmaker pasts record profit 

Ford Motor, the only major US』carmaker to 
avoid bankruptcy, reported record third-quar¬ 
ter net income of $1.69 billion and said it is 
paying down debt faster than planned. The 
result topped its previous third-quarter high 
of $1.13 billion, set in 1997, CEO Alan Mulally 
has revived Ford by improving quality and ex¬ 
panding offerings of the namesake brand to 
lure buyers with higher incomes. New models 
such as the Fiesta subcompact and Super 
Duty pickup trucks lifted Ford’s share of US. 
light-vehicle sales to 15.1 percent for the quar¬ 
ter, up from 13 percent two years ago. Buyers 
of Ford's cars and trucks paid an average of 
$30,636 per model in September, a 10 per¬ 
cent increase from five years ago. 

UBS 

Swiss bank posts a surprise ioss 



$418 

MILUON 


Switzerland’s UBS 
booked $1.2 billion 
in new investment 
inflows in the third 
quarter, the first net 
increase since 2008, 
Despite the improve¬ 
ment at the wealth management unit, UBS 
still reported a pretax third-quarter loss of 
$418 million because of a slump in trading at 
its investment bank. Clients began defect¬ 
ing two years ago as UBS piled up record 
losses and became engulfed in a US. inves¬ 
tigation over customer tax evasion. The U.S. 
Justice Dept, on Oct, 22 dismissed its case 
against the bank 


PayPal 

Unveils new smartphone services 


PayPal 

PayPal, the online-payment processor 
owned by eBay h has introduced a mobile ver¬ 
sion of its checkout software. The company 
is racing Visa and MasterCard to capitalize 
on surging smartphone use and continued 
growth in mobile commercej which analysts 
say will reach $119 billion by 2015. PayPal 
has about 10 percent of the online payments 
market, Facebook has endorsed the new 
software, saying it will use it on its site as 
well as to pay developers. 


JetBlue, Alaska Air, and AirTrari 
Adding jets and flights 


Analysts and investors are concerned that 
JetBlue Airways, Alaska Air, and AirTrari 
will imperil the industry's nascent re¬ 
covery with plans to add jets and 
flights. New York-based JetBlue in- j 
tends to expand its fleet by nine 
jets next year after boosting 
capacity by roughly 10 per¬ 
cent this quarter. Alaska 
will increase capacity by 
9 percent, and AirTran 
may expand by 4 per¬ 
cent as it prepares 
to be acquired 
by Southwest 
Airlines. 




MaiLry 

Facebook-backer readies for IPO 


Maii.ru Group，a Russian company that owns 
stakes in three closely held US. Internet 
properties! has drawn orders for all One 
\ stock on sale at its upcoming $876 million 
initial public offering in London, say 
sources with knowledge of the talks, 
MaiLro's holdings in Facebook, Zynga Game 
Network, and Groupon may be worth a com¬ 
bined $900 million, figures Goldman Sachs, 
which is among the banks arranging the 
sale. A final price for the stock is expected 
to be set during the week of Nov, 8. 

MaiLru s s owners, among them Russian bil¬ 
lionaire Alisher Usmanov and South African 
media company Naspers, may reap as much 
as $792 million from selling their stakes. 


Banorte Former IVIexlco Central Bank Governor Ouillermo Ortiz appointed 
chairman Office Depot Chairman and CEO Steve Odiand steps down 
Morgan Stanley Ex-CaferplHar CEO James Owens named to board 
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One Credit Suisse 


to guide you 



People are not like numbers. They have opinions, goals, passions, and 
ambitions, That's why we strive to see beyond the financial targets and 
understand what success means to our clients- We can then deliver what 
really matters. And ensure our client's voice is never just another opinion. 
Credit Suisse, working io help its clients thrive since 1856* 


credit-suisse.com 


Credit Suisse 


Peace of mind 

Complimentary with every new Toyota 

Introducing Toyota Care, featuring a worry-free maintenance plan with roadside assistance: 


4 




ToyotaCare 


First we made our Star Safety System™ standard on every Toyota. Now we’re including 
a complimentary maintenance plan with every new vehicle. We call it Toyota Care，and 
we Ye the only full-line brand to offer anything like it, including 2 years or 25K miles 
of complimentary maintenance and 24-hr roadside assistance. Ifs peace of mind, 
so you can be a bit more worry-free. 


Options shown, ^Covers normal factory scheduled service for 2 years or 25K miles, whichever occurs first, toyota.com 

See participating dealer for coverage details. ©2010 Toyota Motor Sales, U S ， A. 3 Ina 


㊉ TOYOTA 

moving forward 
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He has an $8 milli(.iTi war 
diest advantage 




Business Loves Rob Portman, 
And He’s Not Paying a Price 

► Never mind his insider status ： The Senate candidate has run successfully on job creation 

► u Mr m Portmars has a lot of lOUsfrom folks he helped when tie was trade czar” 


On a warm October Friday in downtown 
Cleveland，a small crowd of protestors 
chanted “hey, hey ? ho ? ho. Wall Street 
values have got to go/' A man hoisted a 
homemade sign that read: “Corporate 
America ^ Rob Portman " 

Although the V was meant as a dig 
against the Republican candidate for 
the U.S* Senate, the love affair doesn’t 
seem to bother Ohio voters very much. 
Most polls show the former six-term 
congressman from Cincinnati with a 
commanding lead over Democrat Lee 
Fisher, the state’s lieutenant governor. 


A landslide win by Portman on 
Nov. 2 would defy logic in this anti* 
Establishment yean The former ILS. 
Trade Representative embodies every¬ 
thing the Tea Party and its offshoots 
are not ： a polished Washington insider 
reaching the next rung in a political 

The proven deal maker is 
poised to return to D.C. with 
bipartisan ties that could 
make him a force right off 


career that began, and some predict 
may end, at the White House. Respon¬ 
sible for one of the biggest trade deals 
since Nafta, he*s running in a state that 
has lost more than 100,000jobs to for¬ 
eign competition since 2004. And he’s 
benefited from donations from cor¬ 
porate interests that have helped him 
raise more than $14 million. 

Portman is leading because early on 
he made his campaign all about job cre¬ 
ation, depriving Fisher, who oversees 
Ohio’s economic development, of 
ownership of the issue voters say 
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they care about the most. Portman’s 
$8 million advantage in campaign cash 
doesn’t hurt, either* “Mr. Portman has 
a lot oflOUs from folks he helped when 
he was trade czar,” says Tim Burga, 
chief of staff for the Ohio chapter of the 
AFL-CIO, “Money matters.” 

Portman is poised to return to 
Washington as a proven dealmaker 
with close ties to lawmakers in both 
parties. “He ’】！ play a prime role in the 
US* Senate from day one" says Gene 
Beaupre^ a political science profes¬ 
sor at Xavier University in Cincinna¬ 
ti. "Where he goes from there is just a 
matter of things lining up correctly^ 
he says, Portman，who also served as 
director of the Office of Management 
and Budget, could play the kingpin in 


negotiations over trade deals and in 
any talks to cut spending or raise taxes 
to trim the budget deficit. Obama is ex¬ 
pected to try to find common ground 
with Republicans on both those issues. 

U.S. companies are lining up behind 
Portman. He has raised more than 
$17 million from corporate political 
action committees alone, according to 
the Center for Responsive Politics. He 
is the top recipient of contributions 
from the insurance industry，with do¬ 
nations nearing $575,000, and ranks 
first in money from commercial banks, 
with more than $220,000, according to 
the same data* He raised an additional 
$697,000 from securities and invest¬ 
ment firms and more than $1 million 
from lawyers and lobbyists. 


The Portman Portfolio 

Rob Portman, a former U.S. Trade Representative and budget director under President George W. 
Bush, has raised $14 million for his Senate campaign，much ofit from corporate executives. 


MAM£ 

cqypAWV 

$TO 

CAMMATE 

$TO 

CANDIDATE 

PAC 

Robert Gastellini 

CEO, Cincinnati Reds 

4,800 

25,400 

John Thain 

Chairman and CEO, CIT Group 

0 

10,000 

Carl Lindner 

Chairman, American Financial Group 

4,800 

0 

Scott Farmer 

CEO, Cintas 

4,800 

25,000 

Thomas Williams 

President, Morth American Properties 

4,800 

25,000 

Mark Thresher 

Executive Vice-President, Nationwide Insurance 

4,800 

1,000 

A.G. Liittey 

Former Chairman and CEO, Procter & Gamble 

2,000 

10,000 

Walt Bettinger 

CEO, Charles Schwab 

4,800 

30,400 

Thomas F. Farrell 

Chairman and CEO, Dominion Resources 

2,400 

7,500 

William Johnson 

CEO, HJ. Heinz 

0 

15,200 


DATA ： CENTER FOR RESPONSIVE POLITICS AS OF OCT. 25 


His single biggest donor is Cincin- 
nati-based American Financial Group, 
which owns a number of insurance and 
investment companies* The firm's ex¬ 
ecutives have given Portman almost 
$125,000. Chairman Carl H. Lindner, 
a prominent Republican donor，and 
his son Carl H* Lindner III, the com¬ 
pany's co-chief executive officer，each 
gave Portman^s campaign the maximum 
$4,800 donation* Other CEO supporters 
include John Thain of CIT Group; Walter 
W. Bettinger II of Charles Schwab ； and 
William Johnson ofHJ. Heinz- 

Portman, 54, was born and raised 
in Cincinnati* His father started Port- 
man Equipment, a forklift dealership, 
with five workers. The company now 
employs 350 people in four states, ac¬ 
cording to its website. After earning 
an undergraduate degree from Dart¬ 
mouth College and a law degree from 
the University of Michigan (don't tell 
Ohio State fans), Portman practiced in¬ 
ternational trade law at Patton Boggs，a 
Washington {D,C.)-based law firm with 
strong political connections. In 1989 
he tooka job as associate White House 
counsel under President George H.W. 
Bush and later served as the director of 
the Office of Legislative Affairs before 
making a run for Congress. 

During 12 years in the House ， 
Portman was a pro-business moder¬ 
ate, authoring legislation to increase 
contribution limits on 401<k) plans 
and to expand pensions offered by 
small businesses. A member of the 
tax-writing Ways and Means Commit- 
tee, he helped pass the Taxpayer Bill of 
Rights and shortened the window on 
long-term capital gains from 18 months 
to 12 months. 

A Bush family favorite，Portman 
served as trade representative, Chen 
budget director under President 
George W. Bush* He doesn’t high¬ 
light that part of his resume in stump 
speeches, though he's still benefiting 
^ from his Bush family 
笔 _ ties. American Cross- 
^ ^ roadSj a group 

^ organized with 

5*^ the help of 

former Bush po- 
litical adviser 
Karl Rove and fi- 
■ / nanced by many 
Wm of the President's 
former donors, has 
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Financial Rescue 

Living Nicely Off the Crumbs of TARP 

Big banks weren’t the only ones to benefit from the financial bailout. The $700 billion program 
relies on private companies for services ranging from auditing to paper shredding. Some 
contractors reaped millions for their work* All told，the governmeot has 96 agreements with 
vendors worth $436.7 million, says the congressional overseer for the Troubled Asset Relief 
Program. The largest amounts went to home-financing giants Fannie Mae and Freddie Mac to 
administer and monitor Treasury’s mortgage modification program. Treasury signed 35 contracts 
for legal services. Cadwalader, Wickersham & Taft got the most at $19 million. —RobertSchmidt 
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spent more than $820,000 on Port- 



U.S”’’ says David Rothkopf, a former 

man’s race. 


U.S.-China 


Clinton Administration trade official 


Portman also glosses over his role in 
marshalling votes for the Central Amer¬ 
ica Free Trade Agreement. “Trade 
means jobs^ he told business leaders 
at an event in Columbus，adding that 
Ohio has boosted exports for the last 
eight years and currently ranks seventh 
among the exporting states. 

His opponents point out that more 
than 110,000 Ohioans have lost their 
jobs as the result of trade since 2004, 
according to the Ohio Jobs & Family Ser¬ 
vices Dept. Since 2000 the state has lost 
400,000 manufacturing jobs，according 
to data compiled by Bloomberg, “How 
are people migrating to Portinan?” asks 
Willie Holowecky, 45, a unionized state 
probation officer. “He worked for Bush, 
who caused this mess.” Obama’s flag¬ 
ging popularity maybe helping Port- 
man. Or it may be that Portman stresses 
jobs more than anything else，and that's 
the issue that even Democratic loyalists 
say Obama hasn’t emphasized enough. 
—Patrick O'Connor and Lisa Lerer 

The bottom tine GOP Senate hopeful Rob Portman, 
a free-trade advocate and Bush insider, is leading in 
Ohio polls in this an ti-Es tablis hmen t year 


Fixing the Global Trade 
System by the Numbers 



► Obama and Geithner need China’s 
support on numerical trade targets 


► U.S. negotiating clout is the weakest 
'It's been in a very long time" 

As finance ministers and central bank¬ 
ers dispersed after posing fora Group 
of 20 “class photo” on Oct 22 in South 
Korea, Timothy Geithner made a bee¬ 
line for People's Bank of China Gover¬ 
nor Zhou Xiaochuan. It was a friendly 
overture from the U.S* Treasury Secre- 
tary—and suggestive of Beijing’s current 
leverage in U.S.-China relations. “The 


who now heads Garten Rothkopf, a con¬ 
sulting firm, “is in the weakest position 
in terms of leading international negoti¬ 
ations that it，s been in a very long time.” 

Just how much pull President Barack 
Obama has with Beijing may become 
clear on Nov, 11 and 12, when the G-20 
leaders meet in Seoul to consider a ILS. 
proposal to limit current-account (the 
broadest measure of trade) surplus¬ 
es and deficits to about 4 percent of a 
country’s gross domestic product. In 
the recent G-20 meeting, finance min¬ 
isters endorsed a vague statement that 
trade imbalances should be kept at 
“sustainable levels；' The focus on trade 
targets is an indirect way of averting a 
global currency brawl. Emerging mar¬ 
kets from Brazil to South Korea hope to 
protect exports by restraining their ex¬ 
change rates, as the !XS. dollar declines 
and the yuan remains undervalued by 
many measures* 

Zhou and Chinese Finance Minister 
Xie Xuren haven't yet backed numeri¬ 
cal targets, though they have resisted 
pressure to let the Chinese curren¬ 
cy appreciate. Will Obama get his 
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way in Seoul? Some Chinese financial 
experts say yes. "China should not be 
afraid of numerical targets for reduc¬ 
ing its trade surplus/' Li Daokui, an ad¬ 
viser to the People's Bank of China, told 
the Financial Times on Oct. 27. “China 


BILLION 


is well positioned politically and eco¬ 
nomically to make this argument" That 
meshes with an Oct* 9 pledge in Wash¬ 
ington by deputy 

m governor Yi Gang 
4 for China to cut 
its surplus below 
4 percent of GDP 
in the next three to 
five years. 

Geithner hasn’t 
yet been able to get 
G-20 partners to 
commit to a 4 per¬ 
cent target, thanks 
to objections from 
japan and Germany, both surplus coun¬ 
tries. (China's surplus is about 5 percent 
of GDP，while the U.S. deficit is about 
3.2 percent.) Even so, Geithner said in 
a Bloomberg TV interview that 4 per¬ 
cent “will become the benchmark for the 
future" It's worth recalling ， though，that 
a similar effort overseen by the Interna¬ 
tional Monetary Fund in 2006 failed. 
Obama could use a win. Ejections 


Chinas 2009 
cyrrent-accoyot 
surplus，a 
ref lection of its 
export might 


on Nov, 2 are expected to hand con¬ 
trol of at least one house of Congress 
to the Republicans, The following day, 
the Fed may resume buying US, assets 
to spark economic growth* By dramati¬ 
cally expanding the U.S. money supply, 
the Fed could undermine the dollar - 


and undercut Obama’s sermons against 
currency meddling. 

Also, numerical targets may not be 
all that effective. The G-20 only has peer 
pressure to enforce its decisions，and 
its track record has been patchy of late. 
True, countries united to bail out banks 
and craft stimulus plans to avert a global 
depression. Now ， G-20 members are 
divided on topics like reversing budget 
deficits and taxing financial speculation. 
Pledges not to engage in protectionism 
have been ignored about 400 times in 
two years，according to Global Trade 
Alert, an independent monitor. Such are 
the current realities of global trade. 

— Simon Kennedy ， DavidJ. Lynch, and 
Rebecca Christie 


The bottom fine The US/s leverage in international 
negotiations is slipping, just as Obama is pushing for 
numerical targets for trade imbalances. 



Oil Royalties 

Mopping Up at the 
Interior Dept 

► The head of its new unit says token 
fines area thing of the past 

► A message to industry: 1( lf you do 
cut corners, it’s going to cost you’’ 

For energy companies, the scariest 
thing to wash up in the wake of BP’s 
massive oil spill i n the Gulf of Mexico 
may be a new federal agency，the Office 
of Natural Resources Revenue, whose 
sole purpose is to collect royalties. On 
Oct. 1 the bureau became the first of 
three new regulators to emerge from 
the wreckage of the Minerals Manage¬ 
ment Service，or MMS, the Interior 
Dept, unit that was reorganized in May 
amid accusations that its coziness with 
industry bordered on corruption. 

Gregory J, Gould, the new agen¬ 
cy's head, says he is putting in place 
sophisticated tools to ensure the gov¬ 
ernment will get every dime if s owed. 
Companies will be tracked by sleuthing 
computers and watched by a growing 
number of auditors. The biggest change 
is what will happen when industry runs 
afoul of the rules: The office will have 
authority lo levy penalties reaching 
into the hundreds of millions of dol¬ 
lars, rather than the token fines of the 
past. “We’re sending a message to the 
industry that if you do cut corners, it’s 
going to cost you，” Gould says. “You 
could quickly take care of the federal 



deficit if you use the maximum/' 

That kind of talk—however tongue- 
in-cheek-is being interpreted as a 
warning shot by companies. “We are 
worried about an adversarial process, 
says Allison Nyhoim，a royalty expert 
at the American Petroleum Institute. 
"There is huge discretion in the fines. 
That is where the rub is going to occur.” 

The new office is Obama's solu¬ 
tion for fixings dysfunctional royalty 
collection system* One MMS manager 
was caught buying cocaine from em¬ 
ployees, and whistleblowers claimed 
companies were being allowed to skim 
millions off royalty bills. The number 
of auditors had fallen by 30 percent 
under President George W, Bush, 
whose priority was boosting domestic 
energy production. Gould, 49, a mild- 
mannered geologist and 29-year Inte¬ 
rior veteran, was tapped to mop up 
in 2008, starting with a restructuring 
of MMS’s Denver office，the scandal's 
epicenter. As oil gushed from the BP 
spill this spring, Interior Secretary Ken 
Salazar finally pulled the plug on MMS, 
which also regulated offshore drilling 
and where Gould had once served as 
chief of the environmental division. 
Now Gould's job is to chase the money. 
He is charged with collecting $!0 bil¬ 
lion a year in royalties from on- and off¬ 
shore oil and gas leases, the U.S.’s sec¬ 
ond-biggest source of revenue after the 
tax code. “That whole environment” 
that came to light in 2008 is “100 per¬ 
cent gone，” Gould says. 

Maybe. Changing an agency’s cul¬ 
ture is one thing ； getting companies to 
pay what the government thinks they 
owe on thousands of leases is another 
Energy royalties work much the way 
income taxes do: Companies self-re- 
port what they owe, and like taxpay¬ 
ers, many cheat, audits show. The new 
agency will get 19 more auditors this 
year, bringing the total to 164. The new 
audit review system uses a risk-based 
algorithm, modeled in part on one used 
by the IRS，to identify companies most 
likdy to cheat. Previously^ only the big¬ 
gest companies faced the prospect of an 
audit，Gould says. “By going after only 
the big companies，small ones knew 
they could cut corners, he says. “This 
takes that away/* — Michael Riley 

The bottom line The head of the new royalty- 
collecting interior Dept unit plans to move 
aggressively against oil companies. 
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suspend a state law requiring 
reduced greenhouse gas emissions 
until the state's unemployment 
rate drops below 5 + 5 percent for 
a year. The rate was 12,4 percent 
in September. Proposition 23 ， 
backed by oil companies, would 
also put renewable and dean 
fuel requirements on hold 
Both gubernatorial candidates, 
Republican Meg Whitman 
and Democrat Jerry Brown ， 
oppose the initiative* A USC/Los 
Angeles Times poll conducted 
Oct + 13-20 found 48 percent of 
likely voters opposed putting 
the new emissions standards on 
hold, while 32 percent favored 
suspending them until the 
economy improves. 

Bottom Line The measure could 
be a leading indicator of the 
success or failure of energy 
legislation in Washington next 
year 


DAVID 

ARQUETTE 


E fm 


whether to strip the legislature of 
power to reshape the state's S3 
congressional districts and shift 
it to a re districting commission 
formed in 2008 by a previous 
ballot measure. Separately, 
voters can elect to eliminate the 
2008 commission altogether 
and return map-drawing, which 
happens every 10 years, to 
lawmakers. In Florida, voters 
will consider amending the state 
constitution to ban lawmakers 
from drawing congressional and 
state legislative districts to favor 
or impede a political party or 
incumbent politician. 

Bottom Line Population growth 
means Florida tikefy will gain 
two House seats, forcing 
existing districts to shift 
And as California’s 
population moves 
inland, a restricting 
commission could shift 
the balance of power 
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State sales tax to 3 percent from 
6.25 percent as of Jan. 1. Governor 
Deval Patrick and his Republican 
opponent, Charlie Baker, both 
oppose the measure. The plan 
would lower revenue by more 
than $2 billion a year and force the 
state to cut spending, A former 
Libertarian Party gubernatorial 
and U.S. Senate candidate chairs 
the group behind the proposal . 

In Washington, which has no 
income tax 3 voters will consider 
a new levy on individuals earning 
more than $200,000 and couples 
earning more than $400,000- The 
revenue would offset a cut in state 
property taxes* 

So 杜 om Line The Washington 
initiative pits Bill Gates Sr, father 
of Microsoft’s co-founder, against 
Microsoft over taxing high 
earners (Gates is in favor). 






federal government over the 
health reform law's mandate 
that everyone must have health 
insurance. A small number are 
giving their voters a chance 
to register their views more 
directly-with ballot proposals 
making the requirement 
unconstitutional The proposal 
would amend state constitutions 
in Arizona, Colorado, and 
Oklahoma by declaring that 
companies and individuals 
cannot be required to have health 
insurance. A similar measure won 
overwhelmingly in Missouri in 
August. 

Bottom Lin& The measures are 
largely symbolic because the 
federal statute overrides state 
laws. The question likely will be 
decided by the Supreme Court 
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A California measure 
would suspend 
reductions in 
greenhouse gas 
emissions 


Voters heading to the polls on Nov. 2 will decide whether to legalize recreational marijuana use in 
California, impose an income tax on the wealthy in Washington state, or slash sales taxes in Massachusetts. 
Taxation is the overriding theme of 159 ballot measures in 36 states as governors and legislators struggle 
with massive budget deficits and cash-strapped taxpayers seek relief. Some of the proposals reflect an 
anti-government mood: Voters in several states will decide whether to defy the mandatory insurance 
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Measures placed 
on ballots by state 
legislatures 
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■sures asking voters 
whether to call a state 
stitutional convention 


Measures placed 
on ballots by 
citizen petitions 


requirement in President Barack Obama's new health-care law or take authority away from lawmakers 
to draw political boundaries. This year’s measures number slightly more than the 153 propositions in 2008 
and less than the 204 in 2006, according to the Initiative & Referendum Institute at the University 
of Southern California. Oklahoma leads the pack with II propositions，followed by Louisiana and Arizona ， 


with 10 each. — Afoon Vekshin 
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South Dakota 
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Ban Affirmative 
Action? 

Voters will consider whether to 
prohibit the state government 
from discriminating for or 
against individuals based on 
race, sex, or ethnicity in state 
contracting, employment, and 
education. Proponents, among 
tfiem longtime affirmative-action 
foe Ward Connerly, say the ballot 
measure will ban preferential 
treatment for minorities and 
women 3 which he says is reverse 
discrimination. Opponents argue 
that Arizona and federal law 
already bar discrimination on 
the basis of mce or gender and 
that the proposal could endanger 
programs aimed at preventing 
violence against women or 
helping keep Native Americans 
in college who were admitted 
on merit, since those funds are 
targeted to specific groups. 


ttom Line 1 

braska. We 


Nebraska, Washington, and 
Michigan have approved a similar 
ballot measure； Colorado voters 
rejected one. 


Marijuana Creeps 
Toward Acceptance 

Californians will vote on whether 
to allow anyone age 21 or older 
to have, grow, and transport 
marijuana for personal use- The 
US. Justice Dept, will "vigorously* 
enforce federal law banning 
marijuana possession even Kit’s 
allowed under state law, Attorney 
General Eric Holder said in an 
Oct* 13 letter to former drug 
enforcement officials. Arizona, 
Oregon, and South Dakota voters 
will decide whether to allow 
medical marijuana use or to 
extend existing laws* 


Bottom Line A Public Policy 
Institute of California poll 
conducted on Oct. 10-17 found 
49 percent of likely 
voters oppose the 
measure, while 
44 percent 
support it 


STOP THE 
BLEEDING! | 
STOP the CUTS'. 



Arizona’s 
Proposition 109 
would make 
hunting, fishing, and 
harvesting wildlife a 
constitutional right 



Secret Ballots 
Or Card Checks 

Arizona, South Carolina, South 
Dakota, and Utah voters will 
consider state constitutional 
amendments to preserve secret 
ballots for union elections ‘ Unions 
want to give workers the choice to 
bypass formal ballots, arguing that 
they give companies time to block 
organizing efforts with lengthy, 
intimidating campaigns. Instead, 
labor favors federal legislation that 
would allow a union if a maj ority of 
employees sign cards in favor. The 
state propositions area reaction 
to the “card-check” measure, says 
Jonathan Johnson III, president 
of Overstock-com and a lead 
advocate for the Utah measure. 
Workers should be able to “cast an 
unmolested vote of conscience^ 
without union pressure, he says. 


ttom Line Business groups 
De the proposals, if approved, 
will Influence US. senators t 
vote sgatnst card- 


Fiscal Reforms Could 
Limit Spending 

Colorado voters will consider 
amending their constitution to 
ban state borrowing as of 2011. If 
approved, Colorado would be the 
only state prohibited from issuing 
bonds to fimd infrastructure 
projects, according to the National 
Conference of State Legislatures. 
The measure would also impose 
new borrowing limits on all local 
governments. California voters 
will decide whether its legislature 
can adopt a spending plan with 
a majority instead of the current 
two-thirds vote, a requirement 
that contributed to a record 100- 
day delay in approval of a budget 
this year. Oklahoma, South 
Carolina, and Virginia voters will 
consider proposals to boost rainy- 
day funds for state emergencies* 



eoffom Line The Colorado 
proposal will test how concerned 
ters are about the amount of 
debt their state ts carrying and 
the taxes spent servicing 
that debt 


Colorado ： AntMax 
measures could 
prevent tlie state 
from building 
schools and roads 
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A Former No-Name From 
Taiwan Builds a Global Brand 


► HTC is the No.1 maker of Android handsets, the one segment growing faster than iPhones 

► New phones will feature more content, which “has been a soft spot for Android products” 


HTC Desire 
Android 



“I don't care about 
the iPhone. 1 don’t 
even look at 
-HTC Chief Executive 
Officer Peter Chou 






MIC Hero 
Android 


The vodka and whiskey flowed freely 
in a Taipei exhibition hall the size of an 
airplane hangar on Oct, 7. A six-piece 
cover band entertained guests with 
Queen's We Will Rock You and Engel¬ 
bert Humperdinck's Quando, Quando, 
Quando. The occasion: Taiwanese 
smartphone maker HTC was launch¬ 
ing a line of handsets using Google's 
Android operating system. HTC, a 
brand virtually unknown in the U.S. 
two years ago, is the market leader in 
Android phones-the one segment of 
the market that’s growing faster than 
Apple s iPhone. Before the music start¬ 
ed, executives from wireless carriers 
and other partner companies took the 


stage to praise HTC’s chief executive of¬ 
ficer, Peter Chou. “The true inventor of 
the smaitphone is Peter Chou and his 
team " said Yves Maitre, a senior vice- 
president at French operator Orange. 
“He is the one/ 1 

HTC's stock has jumped 94 per¬ 
cent this year, and with a market cap of 
552 billion Taiwan dollars ($18 billion) 
the company is now the third-most- 
valuable Taiwanese technology compa¬ 
ny after chipmaker Taiwan Semicon¬ 
ductor and contract manufacturer Hon 
Hai Precision Industry, better known 
as Foxconn. HTC launched ihe first An¬ 
droid smartphone in 2008—the T-Mo- 
bile Gl-and has a 39 percent share of 


that market globally. Thanks to the suc¬ 
cess with Android, which just passed 
Apple's iOS as the fastest-growing 
mobile platform in the world, analysts 
expect sales to soar 78 percent this 
year, according to data compiled by 
Bloomberg. That's far better than rivals 
Apple ， Nokia, Research In Motion ， 
and Samsung Electronics. 

Chou is looking for ways to extend 
his Android lead* Drew Bamford, HTCs 
director of user experience, says he 
plans to make Android phones better 
able to access video, music, and other 
content. That*s been “a soft spot with 
Android products，” he says. HTC is 
teaming up with U.S. e-commerce 
site Kobo to sell e-books and hopes 
to sign deals with retailers such as 
Amazonxom and Barnes & Noble. 
There’s also an expected launch by 
early next year of an Android-powered 
tablet PC to compete with the iPad, 
something Chou and others at HTC 
won't discuss, 

HTC is an unlikely Android leader. 
When the company got its start in 1997, 
it manufactured personal digital assis¬ 
tants for Compaq. HTC followed the 
tried-and-troe Taiwanese outsourcing 
formula of designing and manufactur¬ 
ing gadgets for other companies with¬ 
out a brand name of its own* Chou got 
his first big break in 2002 when Micro¬ 
soft awarded HTC a contract to make 
smartphones, and the manufacturer 
quickly became the world's top produc¬ 
er of Windows phones. R set up its U.S, 
headquarters in Bellevue, Wash.，to be 
dose to Microsoft’s home office. 

Even as the Microsoft business was 
growing，Chou says he worried that a 
brandless HTC would forever remain 
a low-margin manufacturer of com¬ 
modity products, “We were doing 
pretty well, we were making a lot 
of profit,” he says. “But we were 
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78 


% 


HTC% expected 
sales increase 
over 2009, 
according to 
Bloomberg data 


mostly minor part¬ 
ners 35 for telecom 
operators that 
bought and resold 
HTC phones. In 
2007, the year 
Apple introduced 
the iPhone and 
set the smart¬ 
phone market on 
fire, Chou decid¬ 
ed to move away 
from the anony¬ 
mous contract-manufacturing business* 
Last year，HTC spent $100 million on 
a fourth-quarter marketing blitz, and 
Chou says hell spend op to $400 mil¬ 
lion this year. The company is now the 
world's fourth-largest smartphone man¬ 
ufacturer after Nokia, RTM, and Apple ， 
according to IDC. 

HTC’s rise to the top tier of handset 
makers has given it more clout with part- 
ners-hence the accolades at the October 
launch event. Chou says wireless opera¬ 
tors are more willing than before to work 
with HTC on technology and marketing 
plans，Operators profess admiration for 
Chou’s hands-on approach. "He breathes 
his business，” says Mark Liversidge，chief 
marketing officer at Hong Kong cellular 
operator CSL 

HTC’s relationship with Microsoft, 
which is struggling to stay relevant in 
smartphones，is also changing. H We 
area major partner, not a junior part¬ 
ner； 7 Chou says- He first saw the design 
concept of Microsoft's just-introduced 
mobile system, Windows Phone 7, a 
year and a half ago. “I told them they 
are going in the right direction/" he says. 
On Oct. 11， Microsoft and HTC unveiled 
five handsets using Windows Phone 7, 
Although Microsoft’s fortunes in mobile 
software have fallen (it’s now the No. 5 
player), Chou and others at HTC argue 
there are customers oul there who do 
want what Windows Phone 7 has to 
offer. “Our commitment to Windows 
is unwavering；' says John Wang, HTC’s 
chief marketing olficen HTC 3 s new Win¬ 
dows Phone 7 handsets allow Microsoft 
users to connect with their Xbox Live 
games and Zune music, and some busi¬ 
nesses want easy access to Office appli¬ 
cations such as Word and Excel, 

Analysts point out that for HTC 
there’s little downside to giving Micro¬ 
soft another shot. Microsoft plans 
to spend big on marketing Windows 



Phone 7, which means the Taiwanese 
company won，t have to worry about 
getting the word out, HTC ''should ben¬ 
efit the most from Windows Phone 7's 
kickoff/ 3 a team of Macquarie Securities 
analysts led by Daniel Chang wrote in 
an Oct. 6 report. 

The main events ， though，are HTC*s 
Android devices-and keeping up the 
momentum against the iPhone. Chou 
is now focusing on expanding sales in 
the U.S. and on making inroads into 
mainland China. The HTC team, he 
brags, is very global. "More than half 
my direct reports are non-Taiwanese，” 
he says. E-mail and documents have 
been in English “from day one，” says 
Chou, “We just want to come up with 
our own innovations，our own flavor：" 
And what about the competition from 
his most formidable rival, Apple? “HTC 
is HTC 广 he says impatiently. “I don’t 
care about the iPhone. T don’t even 
look at it" —Bruce Einhorn^ with Olga 
Kharifand Tim CuJpan 

The bottom tine HTC, once unknown in the US., has 
become the top handset maker in the Android market, 
a segment that's growing faster than Apple's iPhone. 
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BOARDING 


ISuill 

► U,S, issuers are reluctant to adopt a 
technology widely used abroad 


► ''We're hoping that what weVe 
started is the beginning of a trend' 1 

The eruption of Tceland，s Eyjagallajokull 
volcano introduced Jim Burke to the dif- 
fiaikies millions of Americans face when 
they try to use their credit cards abroad, 
Burke stood in line for more than 
seven hours at an Amsterdam train sta¬ 
tion in April as he sought passage to 


Belgium* He watched European trav¬ 
elers, also grounded by the eruption, 
buy tickets at automated kiosks that 
accepted microchip-embedded credit 
cards. Burke’s Bank of America-issued 
Visa card, with the standard magnetic 
stripe on the back, was useless. When 
the 64-year-old retired economist from 
Bandon, Ore., returned home，he called 
Bank of America to ask whether he 
could get a chip card. The answer disap¬ 
pointed him: “They have basically said, 
‘Sorry, but you’re out of luck.’ ” 

Almost 10 million U.S, cardholders 
experienced credit-card acceptance 
problems abroad in 2008, costing 
banks $447 million in lost revenue, ac¬ 
cording to a study released last year by 
Boston-based research firm Aite Group* 
The problem ： The U.S- is one of the 
few developed countries that has not 
adopted the EMV standard. The stan¬ 
dard is managed and maintained by 
EMVCo, which was formed in 1999 by 
Eyropay, MasterCard, and Visa. One 
of the most recent converts to the tech¬ 
nology is Canada，where merchants 
face a March deadline to have the req¬ 
uisite hardware in place. As of Septem¬ 
ber, there were U billion EMV cards 
in circulation worldwide，according to 
Otley (England)-based EMVCo. 

EMV-chip cards are less prone to 
fraud. The magnetic stripe on regu¬ 
lar cards holds unencrypted data that 
remain static from one transaction to 
the next* An EMV card exchanges data 
with the card reader, producing a digi¬ 
tal signature unique to each transaction. 
"There is no way that you can actually 
clone the EMV card/ 3 says Jack Jania, gen¬ 
eral manager for secure transactions at 
the North American offices of Gemalto, 
the French company that is the world's 
largest smart-card maker, “Every one has 
its own unique key. Without it you can*t 
run the cryptographic algorithms £hal 
align with your particular account.” 

Credit-card issuers and merchants 
in the U.S. haven't embraced EMV in 
part because the cards are more expen¬ 
sive than their magnetic-stripe coun¬ 
terparts and the cost may exceed any 
savings from a reduction in fraud，says 
David Robertson, publisher of The Nilson 
Report, an industry newsletter. U.S. 
banks that issue Visa and MasterCard 
credit cards wrote off about $900 million 
in fraudulent charges last year, repre¬ 
senting less than one-tenth of 1 percent 


s o IHdvtl tD M odo l >8N0LL <Q: lsnllMH01 lli 5_l IIJ INVHi< N 



















of total card spending. The issuers are 
also reluctant because EMV may soon be 
leapfrogged by other technologies. 

The first financial institution to switch 
to EMV in the U.S. was the U.N. Federal 
Credit Union，which sent 5,000 cards 
to its most affluent members on Oct. 18. 
“It’s going to improve acceptance out¬ 
side the U.S* and also combat fraud；' 
says Card Services Manager Merrill Halp- 
ern. The credit union has about 90^000 
members，many of them diplomats who 
travel frequently. Says Halpem ： “We’re 
hoping that what we started is the begin¬ 
ning of a trend” 一 Peter Eichenbaum and 
Nishad Majmudar 

The bottom fine US, issuers have shunned chip- 
embedded cards because they believe the costs 
outweigh the benefits. 


Video Games 

Nintendo Goes for the 
Hard Core With Its 3DS 

► It wants to win over high-end 
gamers to reverse a sales slump 

► They understand that the casual 
market is crowded" 

In Nintendogs , a series of games for 
the Nintendo DS，players train, groom ， 
and feed a virtual puppy. Neglect your 
Nintendog, and i£ gets filthy and runs 
away; care for it properly, and the pup 
frolics and paws at the screen. With 
more than 23 million copies sold，it is 
one of Nintendo’s most popular series. 
It also helps explain the company’s cur¬ 
rent difficulties. 

Nintendo became a runaway suc¬ 
cess as the gaming company for non¬ 
gamers. The motion-sensing Wit con¬ 
sole and ihe handheld DS featured 
beginner-friendly fun with titles such 
as Mario Kart and DJ Hero in addition 
to Nintendogs. Nintendo kept the tech¬ 
nology simple and the prices low-the 
Wii made its debut in 2006 at half the 
price of Sony’s PlayStation 3-to at* 
tract casual players. The trouble is that 
casual gamers, by definition, don’t play 
or buy a lot of games. While Ninten¬ 
do isn’t forsaking those customers，its 
new3DS, due out in Japan in February 
and in the U.S. a month later, is an 
effort to win over the players who 
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HERE f S TO BEING THE LIGHT 


Congratulations to the 
Kauffman Commercialization Leaders. 


With their creative approaches to helping students 
and faculty move innovations to market these 
schools are creating a brighter future for our nation’s 
entrepreneurs. Now we’re shining a light on them. 


Carnegie Mellon University Project Olympus 
Commercialization Fellows Program - Equips students 
with everything It takes to move early-stage research 
and great ideas from the lab to the marketplace. 


University of Missouri System, Student 
Ownership Rights in Intellectual Property - A novel 
approach to encouraging student entrepreneurship 
and technology commercialization by giving 
students ownership of their intellectual property. 


University of North Carolina at Chapel Hill, 

Innovation Fellowship Program - The program 
will provide technical expertise to UNC startup 
companies by funding two-year Innovation Fellows 
to work with fledgling companies. 
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Law Enforcement 

To Catch a Car Thief Up to 3,600a Minute，Actually 


It no longer takes an alert police officer to spot a stolen car. In fact，it no longer takes a human at all, just 
a cruiser equipped with the Mobile Plate Hunter-900. Built by ELSAG North America, the system records 
license plate numbers and checks them against a list of stolen cars. The database is updated twice a day ， 
at noon and midnight-meaning the best time for a joyride is 12:01. — Arik Hesseldahl 



Cl Two infrared cameras 
mounted on the trunk 
capture plate numbers. 
Each takes two images: 
a bkck-and-white one, 
wtiichis better for 
reading numbers, and a 
color one to identify die 
Car and its surroundings. 

❷ The distal cameras 
call read as many as 
3,600 license plates 
per minute，day or 
night, far more than 
any police car will 
encounter- 


O Plate numbers are 
checked against a 
database of stolen or 
wanted plates. The 
database, maintained 
by local poiice and the 
FBI, is stored on a liai'd 
drive in the trunk. 



O When the system 
detects a match, an 
in-car notebook PC 
alerts the driver with a 
beep- The police officer 
can then decide what 
action to take, 

0 ELSAG says its system 
is in use by nearly 
1,000 agencies in the 
US. and has helped 
make more dian 5,000 
arrests and recover 
more thsn 10,000 


stolen vehicles. 


prefer their games to feature comman¬ 
dos, not canines. “The company has 
taken a U-turn and is focusing more on 
core gamers/ 3 says Atul Goyal, senior 
research analyst at CLSA Asia-Pacific 
Markets in Tokyo. "They understand 
that the casual market is crowded" 

It’s a shift born of necessi¬ 
ty, Nintendo needs to reverse a 
sales decline that has caused its 
stock price to fall 21 percent since 
2008. Iri September the compa¬ 
ny forecast net income for next year of 
$L1 billion, the lowest level in six years* 
The problem, says Nintendo Presidem 
Satoru Twata，is that the company is 
competing “with anything that demands 
people's attention and energy" That in¬ 
cludes the PlayStation and Microsoft's 
Xbox，as well as new motion-sensing 
consoles that Sony and Microsoft are in¬ 
troducing this fall. They 11 go up against 


Nintendo’s popular Wii. The company 
must also compete with popular online 
games such as Zyriga s FarmVille and 
Mafia Wars* Apple, too, is a threat. 

It has sold 120 million iPhones, iPod 
touches, and iPads in the past three 
years and now promotes them as hand¬ 
held gaming machines that 
render a second device like 
the DS unnecessary. 


The 3DS ： 
Souped up for 
cofnptex games 



The 3DS，which Nintendo an¬ 
nounced in March, will feature wireless 
Web access, multiple cameras, and ac- 
ederometers to sense motion，just like 
Apple's iPhones and iPod touches. As 
its name suggests, the 3DS can show 
three-dimensional images-without the 
need for special glasses. Nintendo is 
working with studios to bring stream* 
ing ， 3D movies to Che device. To make 
it easier to play high-end games such as 
Activision's Call of Duty: Modern War¬ 
fare, the 3DS will house a more power¬ 
ful processor and a higher-definition 
display than its predecessor. 

Hardware specs are only part of the 
effort. Nintendo is unique among the 
big console makers in that many of its 
best-selling titles, such as The Legend 
ofZelda and all ihe Mario variants, are 
produced in-house, and Iwata 
says they often outperform games 
























To see our commitment to biodiversity ， 
just follow our tracks. 

At APP t we take our responsibility as stewards of Kecil Biosphere Reserve which is recognized by 
the environment seriously. We support programs the UNESCO iVlan and tHe Biosphere Programme, 
that preserve 261,930 acres in the Senepis Tiger and the Kutai Orangutan Programme, Because we 
Sanctuary, 24,710 acres spanning the Taman Raja understand that for our business to thrive, the world 
Nature Preserve ， 425,019 acres in the Giam Siak in which we operate must thrive as well. 
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from third-party studios. Yet the titles 
high-end gamers love to play are typi¬ 
cally made by outside developers* At 
a promotional event in Tokyo in Sep¬ 
tember, Iwata pledged more support 
for outside game developers. Of the 75 
titles already announced for che 3DS ， 
only nine are from Nintendo’s in-house 
studio. During the event, he chose 
Kofiami’s Metal Gear Solid and Cap. 
corn's Resident Evil to demonstrate the 
graphical capabilities of the 3DS* 

The 3DS was one of the hottest new 
products at the annual E3 game confab 
in Los Angeles in June, where lines of 
eager developers wrapped around Nin¬ 
tendo's booth waiting to test out the 
new system, Activision Blizzard Chief 
Executive Officer Robert A. Kotick says 
the device could be "a game ， changer ，， 
for the industry. 

The question is whether the 3DS 
will appeal to hard-core gamers. A 
lifelong Nintendo fan, Tetsuo Suzuka. 
a 37-year-old visual artist in Tokyo, 
waited in line to buy a Wii when it de¬ 
buted in late 2006, only to end up sell¬ 
ing it a year later, “The Wii is great for 
entertaining people at a party or for 
families，” he says. “But it feels futile to 
be swinging arms around in a room all 
by yourself.” Suzuka says he won't be 
waiting in line for the 3DS, “Even as 
the hardware gets more advanced, the 
contents are still the same light fare ， 

— Pavel Alpeyev and Yoshinori Eki，with 
Cliff Edwards 

The bottom tine With the nevi/3DS, Nintendo is trying 
fo appeal fo hard-core gamers and the studios that 
make action-packed hits like Resident Evil 


Social Networks 

A Fresh Coat of Paint 
forMySpace 

► Deep in the red. News Corpus site 
gets a redesign 

► “WeYe offering social 
entertainment, not a social network” 

The numbers tell the tale of MySpace. 
Visitors? Down 20 percent in the 
last two years. Profits? None ： Ic loses 
“below $100 million a year" accord¬ 
ing to the company. Value? Just over 
half the $580 million Mews Corp. paid 
to acquire Ihe social-networking site 
in 2005, says Alan Gould，an analyst at 
Evercore Partners. 

On Oct. 27, MySpace unveiled a ^dra¬ 
matic remake^ as News Corp/s chief 
digital officer, Jon Miller, puts it. After 
years of cluttering its pages with dis¬ 
tracting ads and features，MySpace is 
reversing course and slimming down. It 
hopes to lure back the lucrative uoder- 
35 demographic that has abandoned 
MySpace for Facebook, the top social 
network in the IIS, In September, Face- 
book drew 148 million visitors; MySpace 
had 58 million. 

The redesign is also a last-ditch 
effort to keep News Corp. Chairman 
Rupert Murdoch from cutting the cord 
and selling MySpace，which he's likely 
to do barring a major turnaround, says 
RBC Capital Markets analyst David Bank. 
News Corp. declined to comment 


Parting Shot 

The Wisdom of Ozzie 


^Complexity 

kiUs.’* 



Microsoft's chief software architect ， 
Ray Ozzie, recently announced he'd 
be leaving the company* On Oct. 28 
he posted a 3,412-word manifesto 
(minus the chapter headings) on 
Microsoft’s post-PC future* To save 
you the trouble of reading the whole 
thing, we reduced the verbiage by 
3,410 words using Microsoft Word J s 
AutoSummarize feature- The highly 
condensed version ： 、 



Dana Settle, a partner with venture 
capital firm Greycroft Partners，says 
“people have been very skeptical” that 
MySpace can do it. H a pretty Her¬ 
culean task for any sort of entrenched 
company to really restart itself" she 
says. MySpace Chief Executive Officer 
Mike Jones responds that lI the feedback 
we’re getting so far Is very strong.” 

The site’s best shot ac a successful 
reboot may be a design overhaul Before 
the revamp, it had drawn unfavorable 
comparisons to GeoCities, the early Web 
company that let people build their own ， 
often tacky websites, MySpace's customi¬ 
zable profile pages became littered with 
flashing pictures, auto-starting music 
players, and garish background images 
that sometimes rendered text nearly un¬ 
readable. A $300 million-a-year adver¬ 
tising deal with Google (now being re¬ 
negotiated) rewarded MySpace for page 
views，so the company added complexity 
to the site to boost the number of dicks. 
Until recently, for example, it took three 
steps to add a friend. “The experience 
degraded，，over time，says Miller in an in¬ 
terview. Jason Hirschom，a top MySpace 
executive who left the company in June, 
is harsher. “MySpace had no respect for 
user experience^ he says. 

Jones，a former AOL executive who 
joined MySpace in April 2009 and over¬ 
saw the redesign, decided to streamline 
the site. He and his team junked little^ 
used features like weather and horo¬ 
scope pages. Instead, visitors will be 
greeted by a mosaic of tiles featur¬ 
ing the most popular videos, music, 
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Innovator 
Kati London 




The game designer uses 
real-world data like UK. traffic 
patterns or GPS signals from 
tagged sharks, in online games 
that educate and instruct 


For more than a decade a public-ser¬ 
vice television campaign from the U.K.’s 
Transport Dept, has relied on cartoon 
hedgehogs to teach street safety to kids 
aged 9 to 13, the group of pedestrians 
most likely to be killed or injured by 
autos. The hedgehogs urge kids to look 
both ways before crossing the street. Pre- 
teens largely ignore them ， however, and 
the statistics haven't budged. 

So in 2007 the British government 
turned to Kati London，a producer at 
game-design studio Area/Code in New 
York City. London is a leader in the small 
but growing field of people "interested 
in games for engagement rather than 
escape，’’ as she puts it. A recent winner 
of Technology Review's 2010 Young Inno¬ 
vator award, she uses real-world data in 
online games that are meant to educate 
or change off-line behavior. 

For the U.K., London and her team 
built a game called Code of Everand, 
which launched in 2009. Everand's 


170,000 users play as Pathfinders navigat¬ 
ing a dangerous fantasy world* The game 
is filled with subtle cues to encourage 
street safety. Pathfinders crossing a road- 
like ^spirit channel" must look in both di¬ 
rections to check for monsters with out¬ 
lines that resemble those of some autos; 
the Mossy Zichlid, for instance, looks like 
a cement truck in profile. The monsters’ 
speed and frequency are derived from traf¬ 
fic data recorded at UK. intersections. The 
idea is to "'mimic the natural rhythms of 
traffic,” says London，“and train the brain 
to adopt the same look-and-wait behavior 
in real life：' The government has commis¬ 
sioned an independent evaluation of the 
game's impact that is due in spring 2011* 

A different project promoted Discov¬ 
ery Channers Shark Week with a game in 
which users captain research vessels on 
the lookout for sharks. The game sharks' 
paths were determined not by algo¬ 
rithms but by GPS data from real sharks 
tagged by scientists. The goal was to help 
the couch-bound better understand the 
long hours and luck required for scien¬ 
tific discoveries (and get them to watch 
more Discovery Channel)* 

London has an analog background ： 
She studied painting at the Rhode Island 
School of Design before enrolling in New 
York University's Interactive Telecommu¬ 
nications Program in 2005. There she ex¬ 
perimented with ways to blend the online 
and off-line worlds. One of her projects 
at ITP was Botanicalls, a small electronic 
device that measures the moisture level 
of potted soil and posts a Twitter update- 
in the voice of a plant asking to be wa- 
tered—when the dirt dries out. 

London says many remain skeptical 
about games as practical tools for busi¬ 
nesses and governments* Clients ， though, 
seem happy. Says Robin Bennefield, 
who oversaw Sharkrunners for Discov¬ 
ery Communications ： “The game made 
sharks personal. It was just the kind of 
buzz we needed.” © —— Barrett Sheridan 


Background Studied painting at the Rhode Isiand School of Design 

Early Project Botanicalls, a device that lets thirsty plants twitter 
Goal To buiid games J1 that help users engage with the real world 15 


Technology 


and news on the site. Entertainment 
content, not friends, is meant to be the 
focus, “We 3 re offering social entertain¬ 
ment, not a social network 广 says Jones* 
The new look is sleeker, though not nec¬ 
essarily quieter. Miller acknowledges that 
the changes will probably send some My- 
Space users fleeing but says they’ll help 
attract new members over time. The 
redesigned site, says Jones, is meant to 
appeal most to the core demographic of 
13 - to 35-year-olds, frequent Web users 
who are prized by advertisers. 

The redesign complements other 
changes Jones has made. Over the 
summer, MySpace started letting users 
sync their account with other social-me¬ 
dia sites, including Twitter, YouTube, 
and yes，even Facebook* (That way，any 
comments people make on Facebook or 
Twitter would also appear on their My¬ 
Space pages, and vice versa.) MySpace 
was originally built with five different 
programming languages, which caused 
glitches and slow load times; Jones has 
replaced them with one. “It sounds 
simple/' he says, “but you wouldn't be¬ 
lieve how complicated that was.” 

He also is trying to get his team 
thinking about mobile-another party 
MySpace was late to. Facebook more 
than doubled its mobile users in 2009, 
to 25.1 million, while the figure for My¬ 
Space shrank 7 percent, to 11.4 million. 
To boost traffic, MySpace will soon roll 
out a revamped mobile site, Jones and 
his staff recently developed MySpace 
Music Romeo, an application for Ap¬ 
ple's iPad that plays mood-appropri¬ 
ate music videos when users tell it how 
they're feeling. “Mobile is the future，” 
Jones says. “I need my people thinking 
how MySpace fits in that future.” 

Even if the redesign can stanch the 
financial bleeding, MySpace still needs 
to bring back that most ephemeral of 
assets: cool. The online masses move 
on quickly, and no one has yet managed 
to turn around an Internet business in 
free fall (See: Yahoo! ， AOL, MSISE, and 
Digg, the last of which announced on 
Oct. 26 that it would lay off 37 percent 
of its staff.) “It’s not that News Corp. was 
naive to buy MySpace, w says Bank，the 
RBC analyst. “They were naive not to 
sell it sooner/' © 

— Andy Fixmer and Ronald Grover 

The bottom tine MySpace unveiled a sleeker 
new took on Oct 27 that puts the emphasis on 
entertainment and celebrities rather than friends. 
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Where nearly 7 million 
investors find face time 
and satisfaction. 

Again and again. 


And we’re pleased to announce 
Edward Jones ranks “Highest 
in Investor Satisfaction 
with Full Service Brokerage 
Firms” Two Years in a Row. 
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DATA: BLOOMERG. GDP PROJECTION IS MEDIAN OF 76 FORE 
CASTS. S&F 500 EARNINGS GROWTH 1$ FOR COMPAWtES 
REPORTING AS OF OCT. £7 
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Stocks and Bonds Are 
Bullish on the Economy 


Q4 



► Strong showings in a wide range of industries may portend faster economic growth in 2011 

► M The market is telling us it’s not all doom and gloom” 


While unemployment remains high and 
the housing market weak, many large 
corporations and the stock market are 
roaring back to life, a sign to some ana¬ 
lysts that economic growth next year 
maybe stronger than expected. About 

50 percent of companies in the Standard 

51 Poor's 500-stock index that reported 
third-quarter results as of Oct. 27 have 
exceeded analysts' per-share profit es¬ 
timates, helping stocks return to near 
their 2010 highs. “Equities are a leading 
indicator/' says Thomas Lee，the chief 
US. equity strategist atJPMorgan Chase 
in New York. “We’ve added $1 trillion to 
household equity. There’s an intangible 
benefit to business confidence as well. 
The stronger we finish in 2010, the more 
optimistic we’re going to feel about 2011/* 

Bond investors are growing less con¬ 
cerned about deflation and the pros¬ 


pect of a double-dip recession. Instead ， 
they are betting that inflation will pick 
up as the Federal Reserve acts to bolster 
the economy. On Oct. 25 the Treasury 
sold $10 billion worth of inflation-pro¬ 
tected securities at a negative yield-the 
first time that has ever happened. The 
investors who bought the bonds will 
only make money if consumer prices 
rise. About 90 percent of respondents 
to a Citigroup survey said they expect 
another round of large-scale asset pur¬ 
chases by the Fed, a tactic meant to 
boost the economy known as quanti- 


AnticipatiKigari uptick in 
sales, Kohl's plans to hire 
about40,000people this 
holidayseason 


tative easing, after the central bank's 
meeting on Nov. 2-3. 

Robust earnings and market enthu¬ 
siasm run counter to pessimism about 
the U.S. economy ahead of Nov, 2 con¬ 
gressional elections, in which Republi¬ 
cans are expected to take control of the 
House of Representatives. While the bad 
data keep coming-the unemployment 
rate was 9*6 percent and foreclosures 
reached a record in September-the mar¬ 
kets have a different take. “The market 
is telling us it’s not all doom and gloom/' 
says Nariman Behravesh, chief econo¬ 
mist at IHS，a consulting firm in Lexing¬ 
ton, Mass. “Earnings are very good in 
many parts of the economy ， 

Economists surveyed by Bloomberg 
News in October forecast an average 
2,7 percent growth in gross domes¬ 
tic product this year and 2.4 per- 
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cent in 201L Corporate performance 
fueled by increased productivity and ex¬ 
ports may spur economists to raise their 
estimates for next year, says Joseph G. 
Carson, director of economic research 
at AllianceBernstein in New York. “The 


recovery that started out very narrow is 
beginning to broaden/' he says. (Banks 
may be an exception* See page 5L) 

Automobile production is aiding the 
recovery, CSX Chief Executive Officer 
Michael Ward said on Oct. 13. Jackson¬ 
ville (Fla.)-based CSX, the second-larg¬ 
est publicly traded American railroad^ 
reported third-quarter profit that beat 
analysts" estimates as a 44 percent in¬ 
crease in auto shipments boosted rail 
volumes. Ford Motor reported its best 
third-quarter earnings ever in Octo¬ 
ber. General Electric is optimistic even 
after a 5 percent third-quarter sales 
drop. Higher airline traffic, rail loadings ， 
and cargo freight miles all are positive 
signs. Chief Financial Officer Keith S. 
Sherin said in an Oct. 15 interview. 

Manufacturing activity in the Federal 
Reserve’s 10th district，which includes 
all or parts of seven Midwestern states, 
rebounded in September, and produo 
ers 7 expectations for future activity im¬ 
proved, the Kansas City Fed says. Parker 
Hannifin ， a Cleveland-based maker of 
valves and pumps，saw sales in its indus¬ 
trial North America division rise 36 per¬ 
cent in the three months ended in Sep¬ 
tember from a year earlier. The company 
raised its annual forecast after fiscal first- 


quarter earnings more than tripled. Car¬ 
gill, the Minnetonka (Minn.)-based grain 
distributor, said on Oct. 12 that first-quar¬ 
ter profit rose 68 percent. Sales climbed 
6 percent, to $2X8 billion. 

There are even signs the American 
consumer maybe starting to shop again* 


Retail sales rose 0.6 percent in September, 
following a 07 percent gain in August that 


was larger than previously estimated ， ac¬ 
cording to the Com¬ 
merce Dept* Wal- 
Mart Stores, the 
world’s largest retail¬ 
er may have "posi¬ 
tive^ fourth-quarter 
sales at U*S. stores 
open at least a year 
after five consecu¬ 
tive quarters of de¬ 
cline, CEO Michael T 
Duke said during an 
Oct, 13 investor con- 



Portion of 
S&PSOO 
oompanias 
beating profit 
estimates 


Investing 

Five Picks from Buffett’s New Manager 

Warren Buffett named Castle Point Capital manager Todd 
Combs ， 39, to run a “significant portion” of Berkshire 
Hathaway's investment portfolio, a move that suggests lie 
may succeed Buffett as the company’s chief investment 
officer. Here’s how five financial stocks he bought in the 
second quarter have fared since June 30. — David Wilson 
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ference. Kohl’s ， the fourth-laigest Ameri¬ 
can department store chain, plans to hire 
about 40,000 people this holiday season, 
21 percent more than last year ， to prepare 
fora projected increase in sales. 

For ING Investment Management's 
Paul Zemsky, strength in transportation 
stocks is especially telling. United Parcel 
Service raised its annual profit estimates 
in October after posting an SO percent 
gain last quarter on higher international 
shipments. Shares of the world’s largest 
package delivery company are up 22 per¬ 
cent since July，while FedEx, the world's 
biggest cargo airline, has seen its shares 
climb 23 percent, “You need those stocks 
to do well for ail economic recovery to 
be durable,” says Zemsky ，the New York- 
based head of asset allocation for ING, 
which oversees $550 billion. "People 
who are counting the U.S, economy 
down-and-out are making a mistake, 
^Ian Katz, Whitney Kisling, 

Rita Nazareth, and Daniel Kruger 

The bottom fine Gains in the stock market, plus 
strong corporate earnings, may indicate that the 
economy will do better than forecast next year. 


Law 

Teaching Lawyers How 
To Fight Foreclosures 

Q Max Gardner runs a boot camp 
to pass on his strategies 

“We had a steep hill to climb to 
convince judges' 1 

Lawyers have been traveling to a remote 
160-acre farm in the mountains ofWest- 
ern North Carolina since 2006 to drink 
Scotch ， network, and prepare for legal 
combat in foreclosure and bankrupt- 
cy cases. Groups of a dozen or so arrive 
about nine times a year for the four-day 
“bootcamp” where they learn howto 
protect their clients' assets by exploiting 
the mistake s of creditors* Their instructor 
isO. Max Gardner III, a 65-year-old bank¬ 
ruptcy litigator and grandson of a North 
Carolina governor^ who was using flaws 
in mortgage servicing to stave off 
lenders years before cases involv- 
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401 (k) sit there 
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it up again 
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To roll over to an at-cost fund, and keep more of what your assets earn, 
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Gardner 
says his 559 
graduates act 
like a large 
law firm 


ing shoddy paperwork spurred an inves¬ 
tigation by the attorneys general of all 50 
states. Gardner charges $7,775 for the pro¬ 
gram, which includes 3,000 pages of ma¬ 
terials, lodging, food，and unlimited wine, 
beer, and single-malt Scotch, 

“My time with Max changed the tra¬ 
jectory of my legal career； 3 says Nick 
Wooten，a 40-year-old Alabama attor¬ 
ney who shifted his focus from person¬ 
al injury to bankruptcy and foreclosure 
after attending the boot camp in 2007 
“Knowledge is power，and one thing he is 
able to give in his boot camp is a tremen¬ 
dous amount of knowledge about how 
the other side operates，” says Wooten. 

Attendees, who are admitted only 
after a background check confirms they 
don't work for creditors，travel along 
a gravel road to reach Gardner's farm 
in the South Mountains, They sleep in 
cabins and swap stories over meals pre¬ 
pared by Gardner's wife ， Victoria，in 
the family's three-story log-cabin style 
house on a hill overlooking a pond. 
Gardner spends 10 to 12 hours each day 
on topics such as “Max’s Favorite Dis¬ 
covery Devices/’ "Strategy to Trap Op¬ 
ponents in their Own Mistakes, “Mort¬ 
gage Servicing Litigation: How the Legal 
Network for Creditors Is Organized，” 
and “The Alphabet Problem, A to D Un¬ 
lawful Transfer of Mortgages and Notes ， 
Guest speakers at his October boot camp 
included a forensic accountant, a North 


Carolina Superior Court judge , and the 
former general counsel for Saxon Mort¬ 
gage, now owned by Morgan Stanley. 

The heart of Gardner's strategy is to 
uncover omissions and errors in mort¬ 
gage securitizations, the process in 
which thousands of loans are bundled 
into bonds and sold to investors. Securi¬ 
tizations are plagued by lost promissory 
notes and missing or inconsistent track ， 
ing of changes in ownership of loans, 
Gardner says during a break at the Octo¬ 
ber session. “One otmy primary objec¬ 
tives is to give you enough knowledge 
so that you can understand more about 
the business structure and organization 
of the creditors than their own lawyers 
know，” he tells a class. 


Quoted 


'The words 'banking , and "crises 1 are 
natural bedfellows. If love and marriage 
go together ,ike a horse 
and carriage, then 
banking artd crisis go 
together VikB Oxford 
and the Isis, intertwined 
for as long as anyone 
can remember^ 

—— Mervyn King, Bank 
of England Governor 



He started the boot camp after piec¬ 
ing together evidence that lenders 
and servicers were relying on teams of 
workers-what defense lawyers now call 
"robo-slgners'-to process thousands of 
foreclosure documents a day without the 
time to verify them. While Gardner and 
some ofhis 559 graduates have been win¬ 
ning settlements for years，it wasn’t until 
Sept. 20, when Aily Financial said it was 
halting some evictions, that foreclosure 
documentation became a national issue. 
“We had a steep hill to climb to convince 
the judges that the largest financial in¬ 
stitutions in America were engaged in 
this kind of conduct，” Gardner says. 

Most foreclosures go unchallenged 
because homeowners rarely hire at¬ 
torneys. That changed as judges began 
questioning whether banks were produc¬ 
ing sufficient proof that they had stand¬ 
ing to foreclose. Private attorneys work¬ 
ing on behalf of homeowners are paid in 
different ways. Some are paid by clients ， 
many of whom have cash even though 
they aren’t making mortgage payments, 
says Margery Golant, a Boca Raton (Fla.) 
attorney who graduated from the boot 
camp in August 2009. If a bankruptcy 
court judge believes a mortgage com¬ 
pany has submitted false evidence, the 
court can order the creditor to pay legal 
fees，she says. 

Gardner says the graduates ofhis 
program act like a lai'ge law firm. Linda 
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Tirelli, a consumer bankruptcy attor¬ 
ney in New York and Connecticut who 
attended the program in October 2008 ， 
says she has the confidence to go up 
against what Gardner calls “tail-building 
law firms" because the community of 
graduates located in 47 states functions 
as a unit, exchanging documents and dis¬ 
covering patterns of misconduct* “It’s a 
fraternity； 3 she says. “We don 3 t see each 
other as competition. We want more at¬ 
torneys to join, because the more we 
have the better.” 一 Prashant Gopal 


The bottom fine Gardner is training other /awyers 
to challenge foreclosure proceedings — and 
buifding law firms' 1 —in court 


Hedge Funds 

A Money M anager Stays 
Hot After Harvard 

Jack Meyer’s $11 billion Convexity 

Capital is beating the market 

p H The next thing we knew, we were 

an investor” 

When Jack Meyer, a former head of Har¬ 
vard University's endowment, start¬ 
ed hedge fund firm Convexity Capi¬ 
tal Management in 2005, Lou Morrell 
wasted little time putting money in. Mor¬ 
rell, then the investment chief at Wake 
Forest University in Winston-Salem ， N.C .， 
flew to Boston to visit Meyer at his new 
offices in the John Hancock Tower. Meyer 
and his top lieutenant, David Mittel- 
man, who worked with him at Harvard ， 
explained how their new funds would 
employ many of the strategies they had 
used to maintain the university's posi¬ 
tion as the richest in the world* 'The 
next thing we knew，we were an inves¬ 
tor" says Morrell, who retired last yean 
Convexity received $6.3 billion in 
commitments from endowments and 
foundations-including a pledge of 
$500 million from Harvard—a record at 
the time fora hedge fund startup. And 
Meyer has delivered* Since he began 
trading in February 2006, his funds 
have outperformed their benchmark 
indexes by an annual average of about 
8 percentage points, according to four 
investors who asked not to be named. 
Convexity's assets climbed to $lLl bil¬ 
lion as of Mar. 31, say the clients. An 



outcry from alumni and faculty about 
excessive pay-Mittelman and anoth¬ 
er Meyer lieutenant each earned more 
than $30 million in 2003-led Meyer to 
leave his post at Harvard Management ， 
which runs the endowment, in Septem¬ 
ber 2005. Meyer, 65, declined to com¬ 
ment, as did John Longbrake ? a spokes¬ 
man for Harvard, 

In the decade before Meyer de¬ 
parted, Harvard posted annual aver¬ 
age gains of 16 percent a year. Among 
large U.S. endowments，that trailed 
only Yale’s 17.4 percent and Duke’s 
17.2 percent. Investment earnings, plus 
gifts，helped the endowment grow to 
$25.9 billion in 2005 from $4_7 billion 
in 1990, when Meyer took over. It held 
$27.4 billion as of June 3d 

Convexity offers funds that replicate 
various indexes while using options, 
swaps，and other strategies to provide 
an additional gain，known as alpha, 
of about 4 percentage points, accord¬ 
ing to an investor document obtained 
by Bloomberg, A fund designed to out¬ 
perform an index of Treasury Inflation 
Protected Securities (TIPS) is the firm’s 
most popular, holding 24 percent of its 
assets as of Dec 3 L Funds that seek to 
top the MSCIEAFE index, which tracks 
developed markets outside the and 
die Standard & Poor’s 500-stock index 
were second- and third-largest. 

The strategies Meyer uses tend to 
perform better in times of market volatil¬ 
ity* In his first year, a quiet one for Wall 
Street, the funds underperformed their 
benchmarks by 4 to 6 percentage points ， 
investors say. In 2009 the firm beat its 
indexes by 20 percentage points. Con- 
vexity-the name refers to a measure of 
how a bond’s value is affected by chang¬ 
es in interest rates-charges a manage¬ 
ment fee of 1.25 percent each year on 
assets and takes 20 percent of returns 
that exceed the funds 5 benchmarks. 

Investors recognize that no strategy 
is foolproof. “There’s always a chance 
of something blowing up，，’ says William 
T. Spitz, Vanderbilt University's chief 
investment officer，who committed at 
least $50 million after Meyer visited him 
in Nashville. “The other major risk is if 
we go back into a period of low volatil¬ 
ity, you might have the same experience 
as the first year or two 广 一 Gillian Wee 

The bottom tine After adding billions fo Harvard's 
endowment with sophisticated investing strategies, 
Jack Meyer is showing be can still beat the market 
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Financial Industry 

Banks Face a Decade of 
Slow Revenue Growth 

New rules and a weak economy are 
affecting many lines of business 

"The speed limit's been lowered for 
how fast banks can drive earnings’ 1 

Banks may be facing their slowest 
period of growth since the Great De¬ 
pression. After posting record revenue 
in 2009, the six largest U.S. banks saw 
combined net revenue fall by an aver¬ 
age of 8 percent in the third quarter 
from a year earlier, driven by declines 
in everything from trading at Gold¬ 
man Sachs to home lending at Batik 
of America, according to data com¬ 
piled by Bloomberg. 

Next year will kick off a decade that 
will bring the “worst revenue growth” 
for U.S. banks in 80 years，says Mike 
Mayo, a banking analyst at Credit Agri¬ 
cole Securities USA in New York. ^Rev¬ 
enues aren't just weak for this quarter, 
or even for this upcoming year: he says ， 
“but for the entire upcoming decade" 
The trend is hitting almost every line 
of business. The 17.6 percent drop 
in net revenue since Mar 31 at 
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Bid & Ask 

by Cristina Lindblad 



C IBM's board authorized an additional 


Markets^Finance 


Charlotte (N.C.>based Bank of Ameri¬ 
ca, the largest U.S. bank by assets, came 
mostly from declines in the company's 
mortgage lending and credit-card busi¬ 
nesses. JPMorgan Chase, where rev¬ 
enue fell 13.9 percent over the same 
period，has been hurt by bad credit-card 
loans. JPMorgan Chief Executive Officer 
Jamie Dimon told analysts on Oct. 14 that 
the bank will lose roughly $750 million 
in profit as a result of new restrictions 
on the fees it can charge for credit cards, 
checking accounts, and other consumer 
services. He also said derivatives rules 
will cost the bank $1 billion in revenue. 

At h/torgan Stanley, a drop in fixed 
income and equity trading drove rev¬ 
enue down 25.3 percent over the past 
two quarters. Goldman Sachs and 
Morgan Stanley both posted declines 
in fixed-income trading revenue of 
more than 37 percent, while Citi- 
grcnip’s investment banking revenue 
was down 20 percent. 

Profits are still strong. The six 
banks posted combined net income of 
$39*6 billion for the first nine months of 
the year, up from $39.5 billion for the 
same period last year, thanks mainly 
to lower provisions for loan losses. In 
coming years, though, weaker revenue 
growth may crimp profits. "The speed 
limit’s been lowered for how fast banks 
can drive earnings，’’ says Mayo. 

Revenue growth rates for banks have 
been declining for 40 years, according 
to Federal Deposit Insurance Corp. data* 
U*S. banks had compound annual rev¬ 
enue growth of 12 percent in the 1970s, 
about 10 percent during the 1980s, 

8 percent in the 1990s, and 6 percent 
over the most recent decade. To counter 
that trend，banks are looking to expand 
overseas, where economic growth rates 
are about twice those of the U.S. JPMor¬ 
gan Chase in February announced plans 
to double its 4 percent share of the 
Asian market over the next few years. 

Christopher Whalen, co-founder 
of Institutional Risk Analytics in Tor¬ 
rance, Calif., says increased lending 
has been the main source of banks’ 
growth. Now that “you’ve withdrawn 
all of this credit from the economy 广 he 
says, “you’re also taking a component 
of revenue out.” ❺ 一 Dawn Kopecki 
and Michael J, Moore 

The bottom tine Facing new restrictions and a weafr 
economy, big U.S. banks are likely to see years of 
skwer revenue growth. 


$10 billion for stock buybacks. Since 
taking over as chief executive officer in 
2003] Sam Pafmisano has spent more 
than $68 billion on share repurchas¬ 
es—a figure equal to about 38 percent 
of IBM’s current market value. 


Singapore Exchange offered $8,3 bil¬ 
lion for ASX, the company that runs 
the Australian stock exchange. Some 
Singapore Exchange shareholders and 
Australian politicians object to the bid 


C JPWlorgari Chase and five other banks 
loaned California $67 billion to pay de¬ 
linquent bills that piled up in the 100 days 
the state was without a budget. 


O La Poste, France's national mail ser¬ 
vice, will receive a $37 billion invest¬ 
ment from the French government and 
the state-owned lender Caisse des 
Depots et Consignations. 


: J Government-owned Coal India raised 
$3.4 billion in an initial public offering. 
The IPO surpassed the previous Indian 
record set by Reliance Power which 
raised $25 billion in January 2008, 


LVMH lUloet Hennessy Loiii^Vuitton 

paid $2 billion for 17.1 percent of family- 
owned Hermes, maker of the Birksn bag, 
silk scarves, and other luxury items. Ana¬ 
lysts speculate this is a first step toward 
an eventual acquisition of the company ； 
LVMH says pasdu tout. 


❼ Ventas will be the largest owner of US. 
senior housing communities after it ac¬ 
quires nearly all the real estate assets of 
Atria Senior Living Group for $15 billion. 

€ OMV f Central Europe's largest oil com¬ 
pany, paid $1,4 billion to boost its stake 
in Turkey's top fuel retailer Petrol Ofisi, 
to nearly 96 percent. 


C BP sold interests in four deepwater 
Guff of Mexico oil and gas fields to 
Marubeni Oil & Gas for $650 million, 
CEO Robert Dudley plans to sell as 
much as $30 billion in assets to pay for 
the cost of the worst oil spill in history. 


©A Bulgari ring from the 1970s fea¬ 
turing a rare blue diamond fetched 
$15.7 million at a Christie’s sale，the 
highest price paid at auction for a 
piece of jewelry this year 
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Bank of America 
Merrill Lynch 
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Sales are flat in 
developed countries. 
: for Coke to keep 
growing, Africa is it 
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Coke is in a sfreef-by- 
to increase consumption 


P iles of trash are burning out¬ 
side the Mamakamau Shop in 
Uthiru, a suburb of Nairobi, 
Kenya* Sewage trickles by in 
an open trench. Across the 
street, a worker at a bar gets ready for 
the lunch rush by scraping the hair off a 
couple of roasted goat heads. It，s about 
70 degrees, the sun is beating down，it 
smells like decay, and it*s time for Coke to 
move some product. Annual per capita 
consumption of Coca-Cola in Kenya is 
39 servings. In more developed coun¬ 
tries like Mexico, which consumes more 
Coca-Cola than any other country，it runs 
665 servings per year. One does not need 
an MBA to see the possibilities. 

Two, in fact，have just walked in. The 
pair wear short sleeves and jeans. They 
reach into a refrigerated cooler, grab 
two Cokes in glass bottles，and pull up 
two overturned red crates for chairs, 
Mamakamau Kingori ， proprietor, 39, bus¬ 
tles up in a patchwork-quilt apron to take 
their money. The 500-milliliter sodas cost 
30 Kenyan shillings (37c) each. As is often 
the case in Africa, the customers enjoy 
the drink on the premises，the deposit on 
the bottles being too dear. 

Such a transaction happens about 72 
times a day at Mamakamau ? s, and that 
has earned her the status of a “Gold” 
vendor，the highest level awarded by 
the local bottler. Kingori’s sundry store- 
known locally as a "du^^-also sells 


plastic buckets and mattresses, and is 
no larger than a small bedroom. Her 
Gold status brings benefits，like an in¬ 
troduction to Coke’s globally standard¬ 
ized selling techniques. She's urged by 
Coke to promote combo meals to boost 
profits, and so red menu signs supplied 
by the beverage company suggest a 
300-milliliter Coke and a ndazi ，which 
is a kind of greasy donut，for 25 Kenyan 
shillings. Coke also paid for the red re¬ 
frigerated drink cooler at the entrance 
to the shop, which is protected by a blue 
cage. She's told to keep it full to draw 
attention, and to stock it according to a 
diagram inside ： Coca-Cola always at the 
top，Fanta in the middle, large bottles 
on the bottom. At stores down Naivasha 
Road，and throughout the continent and 
the rest of the world, Coke fridges are 
stocked in similar fashion. 

Chasing shillings in Nairobi is the sign 
of both a healthy company expanding its 
borders and an empire so mature that it 
must，for its last great push, reach into 
many of the most war-torn and impover¬ 
ished countries on earth. Chief Executive 
Officer Muhtar Kent may not be weeping ， 
like Alexander the Great, a£ the prospect 
of having no worlds left to conquer, but 
with Coke sales stagnant or plodding in 
most of its developed markets-North 
Americans bought $2.6 billion worth of 
Coke in 1989 and just $2.9 billion 20 years 
later-Coca-Cola will rely on some of the 


At Rosinje Distributors in Nairobi ， 


poorest nations to generate the 7 to 9 per¬ 
cent earnings growth it has promised in¬ 
vestors. That means, from the dukas of 
Nairobi to the “tuck shops” of Johannes¬ 
burg, Africa’s mom-and-pop stores are a 
major front in Coke's growth plan, not 
only for the flagship soda but also for the 
company's huge stable of waters, juices, 
and other soft drinks. 

Per-capita consumption of Coke is 
also low in India and China，relative to 
the U-S-, Europe，and Latin America, 
but those two continents present less 
of an opportunity for the company than 
Africa, China’s market, famously diffi¬ 
cult for outsiders to navigate, is already 
crowded with competitors like Wahaha, 
whose founder Zong Qinghou is China's 
richest man. India drinks Coke, but loves 
Pepsi ， too. In New Delhi，Pepsi is so pop¬ 
ular that the name is Hindi shorthand for 
soda of all kinds, even Coke Coke will 
continue to compete in those countries, 
of course, but Africa^ where Coke is the 
dominant brand, and where the middle 
class is just emerging, may offer a poten¬ 
tially greater payoff. 

Coke has been in Africa since 1929 
and is now in all of its countries; it is 
the continents largest employer, with 
65,000 employees and 160 plants. Its 
market share in Africa and the Middle 
East is 29 percent, which adds up to 
9*1 billion liters of beverages a yean Pep¬ 
si's share is 15 percent. But now the small 
shops in the back alleys 
have become more im¬ 
portant, as Coke wagers 


the warehouse is a shipping container 




street campaign 
in countries 

not used to guzzling 
Coke by the gallon 


next 20 years，riding a hoped-for wave of 
improving governance and demograph¬ 
ics. Coke is now in a street-by-street cam¬ 
paign to win drinkers, trying to increase 
pe r-capita annual consumption of its bev¬ 
erages in countries not yet used to guz¬ 
zling Coke by the gallon. To do so, Coca- 
Cola is applying lessons learned in Latin 
America, where an aggressive courtship 
of small stores helped boost per-capita 
consumption in Mexico to the highest in 
the world. 

"Tin not interested in owning Coke 
when it，s got no more continents，，，says 
Ned Dewees, a principal at Douglas C, 
Lane & Associates in New York，which 
manages $2 billion and owns Coke and 
PepsiCo shares now. “But that's 15 to 20 
years from now, Africa offers "enor¬ 
mous opportunity” for Coke, agrees 
Philip Gorham, a senior equity analyst 
for Morningstar in Chicago. 

Looking to capitalize on its position 
in Africa, Coca-Cola is adding beverage 
plants and developing packages and 
products to serve a growing population 
with rising incomes-and anticipating 
that stable governments will allow the 
Coke sales machine to work at speed. 
In 2000 about 59 million African house¬ 
holds earned at least $5,000, which is 
the point when families begin to spend 
half their income on nonfood items 


according to a recent 
McKinsey report. The 
study suggests that 
number could reach 
106 million households 
by 2014. Coke plans to 
spend $12 billion in the 
continent during the 
next 10 years, more than twice as much 
as in the previous decade. The expan¬ 
sion will include new juice plants to cap¬ 
ture a growing middle-dass demand for 
orange, mango, and other tropical fruit 
beverages, as well as to allow wider dis¬ 
tribution of plastic bottles as more con¬ 
sumers can afford to sip on the go or buy 
the two-liter family sizes that Americans 
take for granted* 

As Kent hunts for consumers，he is 
shadowed by a number Coke may never 
see again-$87.94. That was the compa¬ 
ny^ stock price on July 14,1998, when its 
shares reached an all-time high following 
the 16-year term of former CEO Rober¬ 
to Goizueta. By 2003, the stock was less 
than half that as everything from a con¬ 
tamination scare in Belgium to a race- 
related class action in the IIS* flattened 
the company. The turmoil was coupled 
with high turnover at Coke headquar¬ 
ters in Atlanta. Goizueta died of cancer 
in October 1997, and Coke has had four 
CEOs since. 

Muhtar Kent started in 2008. Now, as 
he travels the globe in search of growth, 
he keeps a green spreadsheet in his brief¬ 
case from the industry newsletter Bever¬ 
age Digest. It lists the soft drink market 
shares for Coca-Cola and PepsiCo in 95 
countries last yean Kent has highlighted 
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where PepsiCo leads. None is in Africa. 

“Africa is the untold story, and could 
be the big story，of the next decade , like 
India and China were this past decade/* 
Kent says, “The presence and the sig¬ 
nificance of our business in Africa is far 
greater than India and China even today* 
The relevance is much bigger: 

T he 25th-floor executive suite 
at Coca-Cola headquarters 
in Atlanta，from which Kent ， 
57, runs the company, re¬ 
sembles the oversized living 
room of a new-South mansion. Draped in 
rich cream fabrics and varnished wood 
accents, the floor is connected to the 
executive offices below by a spiral stair¬ 
case. Portraits of company leaders such as 
Robert W. Woodruff, who ran Coke from 
1923 to 1954, and oil paintings used for old 
ads hang in wooden frames. 

Kent briskly enters a small dining 
room connected to his office. He is 
famous at Coke for his energy, known to 
contact subordinates at all hours from 
far-flung time zones. Broad-shouldered 
and barrel-chested, with thinning hair, 
he is dressed as usual in a shirt and tie. 
He wears a tie-bar Coke gave him in the 
1990s for 15 years of service, with one 
small ruby for each five years worked* 
^You've got an incredibly young pop¬ 
ulation, a dynamic population. Huge dis¬ 
posable incomes* I mean, $L6 trillion of 
GDP, which is bigger than Russia，bigger 
than India/' he says, leaning into the 
table. “It 3 s a big economy，and so rich un¬ 
derground* And whether the next decade 
becomes the decade of Africa or not. 

In mtr r^T^iiniinri turill iirvnn 


and the soda is delivered 

to345shops by hand truck 


Owner Rosemary Njeri 
moves more than 20,000 
cases a month, one at a time 
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Per-capita consumption 
of Coca-Cola products {servings) 

^ More than 225 

分 125-225 

卷 25-124 

Less than 25 


one single thing-and everything is right 
there to have it happen-and that is better 
governance. And it is improving, there’s 
no question: 

Kent’s understanding of the impor¬ 
tance of government may be as much 
inherited as learned. His father，the late 
Necdet Kent，was a Turkish diplomat. 
While stationed in France during World 
War II， the older Kent, who was Muslim, 
issued citizenship papers to Jewish refu¬ 
gees facing deportation by the Nazis. By 
December 1952, when Muhtar was born ， 
Necdet Kent was serving as the Turkish 
Consular General in New York. 

Whenever possible，Kent arranges 
meetings with political leaders during 
his travels, whether he needs something 
from them or not. Such relationships 
come in handy when f for example, he 
needs permission to build a new bottling 
plant. In July, Kent hosted Jacob Zuma ， 
the President of South Africa, at a Spe¬ 
cial Olympics soccer match during the 
recent World Cup, which was heavily 
sponsored by Coca-Cola. “I invited him 
to come and join when we were together 
in Davos, and he kindly accepted；' says 
Kent. “When everyone was pulling him in 
one direction because it was right in the 
middle of the World Cup, he came and 
spent the whole afternoon with us" 

Though Kent grew up in Turkey，he 
studied economics at the University of 
Hull in the ILK” and earned a master’s 


in administrative sciences from London 
City University. He started at Coca-Cola in 
1978, answering a want ad. He was soon 
based in Italy，where he managed adver¬ 
tising and sports marketing for several 
regions including North Africa. His first 
assignments required regular trips to Mo¬ 
rocco, Tunisia, and Algeria, He's been 
working in and with Africa ever since ， 
and gets excited as he rattles off the coun¬ 
tries he*s visited on the continent. 

“There’s nowhere in Africa that we 
don't go,” he says. “Being in a country is 
very easy，you can go and set up a depot 
in every capital city. That’s not what we're 
about. We go to every town, every village, 
every community, every township.” 

Population growth in Africa has long 
been a source of concern, as food and 
fresh water supplies are strained, but 
Kent argues that Africa's plentiful young 
may actually be viewed as its strength* 
“In the old days when I used to study eco¬ 
nomics at university in England, every¬ 
body who taught macroeconomics used 
to say how bad population growth was ， 
that it would condemn a country to pov- 
erty,” he says. “The world has actually 
changed* You need a young population 
for a country to survive/ 7 

Maturing economies are of particu¬ 
lar concern to Kent. Since taking over as 
chief executive，Kent has struggled to find 
growth in countries such as the U.S. and 
Europe, two of Coke's largest and most 


profitable markets. The U.S. soda market 
has declined for five consecutive years, 
prompting both Coca-Cola and PepsiCo 
to buy back bottlers to retain more of a 
shrinking profit pie. In this, they are re¬ 
versing a decision made years ago when 
the lower-margin business of manufac¬ 
turing and distribution was shed from 
the higher-margin business of licensing ， 
keeping returns on capital high. The ben¬ 
efit no longer outweighs the loss of control 
in markets where profit growth comes not 
from new demand but through measures 
such as shaving millimeters off plastic 
caps, as both Coke and Pepsi have done. 

So Kent looks overseas, increasing in¬ 
vestments in developing countries as part 
of a plan to double, by 2020, the $100 bil¬ 
lion in global system revenue last yean 
Kent is fond of pointing out that 1 billion 
consumers will come into the middle 
class during the coming decade，mostly 
in Africa, China, and India. 

Ahmet Bozer, president of Coca-Cola's 
Eurasia & Africa Group, notes Africa’s 
minuscule debt and positive trade bal¬ 
ance, Governments like Zambia are col¬ 
laborating more with institutions such 
as the World Bank and the Internation¬ 
al Monetary Fund. Regional trade agree¬ 
ments are being signed. “There are lights 
coming on in the continent,” says Bozer, 
minutes after stepping out of an August 
meeting with Coke's Zambian bottler 
and local company executives in Lusaka. 
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A day earlier，Bozer had visited a bot¬ 
tler in the Democratic Republic of Congo 
who was elated over a new 200-kilome- 
ter road built near the country’s troubled 
northern region. The access helped the 
bottler triple his business in the area. 

A frica, of course, is not Atlan¬ 
ta, and Coke is, in a sense ， 
sticking its hand into a bees" 
nest to get some honey. Pov* 
erty, war，and shortages of 
fresh water plague the region and make 
commerce extremely difficult, especial¬ 
ly for a company whose chief product is 
discretionary and offers no nutritional 
value aside from calories. Political insta¬ 
bility complicates the building and sup¬ 
plying of factories, and transportation 
is notoriously unreliable. In the Sudan, 
Coke supplies syrup to an independent 
distributor but is barred by the U.S. gov¬ 
ernment from providing any marketing 
or sales support Somalia is in the midst 
of a decades-long civil war，and though 
soda gets in via boat, the bottling plant 
is closed. In Zimbabwe, Coke supplies 
“dried up" for the first time in 40 years 
in 2006, during the economic crisis there 
under Robert Mugabe, 

“It’s a hugely undeveloped continent, 
but in order to become the next China 
it will have to have some growth driver，” 
says analyst Gorham. “In China’s case 
that was exports. In Africa it will have to 
be exports as well.” 

In the LLS.，health advocates who say 
Coca-Cola contributes to an epidemic of 
obesity have put the company on the de¬ 
fensive. Last year，Kent attacked a con¬ 
gressional proposal to tax soft drinks to 
pay for health care, calling it “outrageous” 
and comparing it to actions the Soviet 
Union might have taken* Still, Coca-Co¬ 
la and PepsiCo have relented on calls for 
clearer calorie information on packages 
and a ban on soft drink sales in schools. 
In Africa, though, arguments over empty 
calories are mostly drowned out by con¬ 
cerns of too few available calories of any 
kind That is not to say that Africa offers 
some kind of health-concern-free mar¬ 
keting Shangri-la, The World Health Or¬ 
ganization has called a rise in overweight 
children in countries including Nigeria 
“disturbing” and warned of the same for 


like South Africa, already joining with in¬ 
ternational activists for a Global Dump 
Soft Drinks Campaign. 

Coca-Cola ， however, remains undaunt- 
edj at least in the person of Nathan I<a- 
lumbu, president of the company’s East 
& Central Africa Business Unit. Kalumbu 
keeps a photo of a pride of lions above 
his desk in Nairobi* When it comes to sell¬ 
ing, Kalumbu says the animals remind 
him to “go kill something，” whether it 
be a comer store or an entire continent* 
“You gotta get hungry,” he says. 

In Africa, most soft drinks are sold in 
returnable glass bottles. In Coke's plants 
they are refilled as many as 70 times each 
before they're recycled，depending how 
far the bottler chooses to stretch the 
glass. Returnable bottles help keep prices 
down so the company can reach more of 
what it calls “economically diverse” cus¬ 
tomers. Consumers，in effect, pay only 
for the liquid in the bottle. 

As any good Coke man will tell you, 
the first rule is to get the product “cold 
and close.” In Alexandra, a dense town¬ 
ship of 500,000 in Johannesburg, South 
Africa, with 65 percent unemployment, 
Coca-Cola is sidling right up. Last year the 
local bottler blanketed streets with drink 
coolers and Coke signage. To keep the 
coolers full，the bottler extended credit 
to merchants who didn’t have the capital 
to take on inventory, giving them seven 
days to pay. “That’s one of the challenges 
in this market/' says Billy Tom, a district 
manager for bottler South African Brew¬ 
eries. “You want the pipeline to be full 
all the time" Sales on one test street rose 
from 5,000 to 14,000 cases in the first six 
months of the year. 

Not everyone on the local level appre¬ 
ciates Coca-Cola’s aggressive tactics, Pa¬ 
tricia Ndlovu, 45, saw her business dip 
after the Coke bottler decked out her gen¬ 
eral store-like tuck shop and tavern in red 
tablecloths and Coke signs. The bottler 
even installed a remote opener on the 
door of Ndlovu’s drink cooler so the atten¬ 
dant, behind a small window, could open 
it when a customer rang a small chime. 
Some of the locals became jealous and 
stayed away, thinking she was being paid 
for tarting up the neighborhood. Things 
got worse when the Coke bottler painted a 
nearby wall red and the owner demanded 


payment from Coke. Coke repainted the 
wall white. 

Mostly, though. Coke’s plans work. 
In Kabira，a Nairobi slum the size of New 
York’s Central Park，shop after shop 
along the densely populated main roads 
are Coke-red，like colored links in a chain. 
The local bottler hires an artist to paint 
the makeshift stores with logos and en¬ 
ticements like ^Burudika na Coke Bandit 
Swahili for “enjoy Coke cold/" 

Outside one of those shops，Ann 
Kimeu, 34, sips Sprite through a straw 
from a green glass bottle. A few blocks 
away, residents of the slum, which has 
no public water or sewer system, pay 
3 shillings to fill used 20-liter cooking oil 
jugs with fresh water from a Coke-spon¬ 
sored well. At a new bathroom Coke is 
helping to build in the poorest section 
of the slum, it will cost 2 shillings to use 
the toilet or the shower. Kimeu buys soft 
drinks as many as four times a week. It’s 
not a treat. She's mostly just thirsty. A 
seamstress, Kimeu earns about 1 ? 000 
Kenya shillings ($12) a week when busi¬ 
ness is good At 35 shillings a bottle, the 
soft drinks consume 14 percent or more 
of her income* 

M orning breaks in Nairobi's 
Central Business District, 
and men in red Coca-Cola lab 
coats arrive at Rosinje Dis¬ 
tributors as red trucks pull 
up from a local bottling plant. Rosinje is 
one of3,000 Manual Distribution Centers 
that are the backbone of Coca-Cola 、 deliv¬ 
ery system in places such as Kenya and a 
big part of the plan to get Coke into every 
alley. Ayub Onyango, 28, helps unload red 
plastic crates of soft drinks into three ship¬ 
ping containers，which serve as a ware¬ 
house, Slender，with a runner's physique, 
Onyango will stack up to 22 crates, about 
40 pounds each when full，onto a two¬ 
wheeled trolley. He and 10 others then 
fan out on the broken and congested 
streets of Nairobi to deliver Coke s Fanta ， 
and Stoney Ginger Beer to about 345 
small shops and beverage kiosks. With 
no room for inventory, many shopkeep¬ 
ers order as little as a case a day, and, 
with the crowds and the poor roads, it’s 
easier to deliver by hand. 

Onyango’s boss, Rosemary Njeri ， 


adults in Northern Africa. The 
U.S.-based Center for Science in 
the Public Interest-famous for 
its 1998 anti-soft drink report, 
“Liquid Candy M -has turned its 
attention to obesity in countries 


One executive keeps 
a photo of a pride of lions above 
his deskin Nairobi. The animals remind 


him to “go kill something 91 


“There’s nowhere in Africa 

that we don’t go,” says CEO Kent. 
“We goto every town ， 
every village，every township” 
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herself peddled clanking crates of soda 
shop-to-shop as a stockist 12 years ago. 
The mother of three worked her way up 
to eventually own one of Nairobi Bot¬ 
tlers 3 laigest Manual Distribution Centers ， 
moving 20,000 to 25,000 cases a month. 

The program helps the company beat 
Pepsi to remote customers as they de¬ 
velop the taste and the income for soda. 
Coke is also establishing Manual Distribu¬ 
tion Centers like these in countries such 
as Vietnam and Thailand, where poor 
roads are also a challenge. In 2010, Kent is 
adding more than 1，200 such distribution 
centers in Africa. They currently employ 
more than 12 ? 000 Africans and generate 
$500 million in annual revenue. 

Coca-Cola teaches these mini-distrib¬ 
utors everything about howto run a busi- 
ness-from things as simple as waiting 
until the midday rush before icing down 
the Cokes to save resources to howto buy 
a house with their newfound wealth. 

Coke is working to bring NjeH’s busi¬ 
ness into the 21st century. In Augusta small 
team from Nairobi Bottlers studied maps 
of Njeri J s territory and evaluated hand- 
tabulated data to help construct new de¬ 
livery routes. Up until now，Onyango and 
his fellow salesmen visited a handful of ac¬ 
counts in the morning before going back 
to the distribution center to load up and 
deliver. They repeated this several times a 
day until their route was done. 

Now a specialized sales team has been 
walking accounts，sending orders in the 
afternoon by cell phone to laptop comput¬ 
ers, That lets Onyango and his colleagues 
concentrate on deliveries, while the sales 
crew helps shop owners with marketing 
and inventory management. Njeri and 
the bottler also get more precise sales 
data，which are easier to mine for trends 
and places to cut costs. “My business is 
all about volume" says Njeri. “When I do 
volume, 1 get money in my pocket :， 

Back in Atlanta, not far from where 
Coke’s phenomenal run began, it’s lunch¬ 
time at Lenox Square, a shopping mall a 
short drive from Coca-Cola headquarters. 
Shoppers park their BMWs below glass 
office towers and a rooftop hotel pool. 
They buy perfume, silk ties，and Apple 
laptops. In the food court, they eat pita 
wraps and Japanese noodles. Here, the 
Coke system operates with peak efficien¬ 
cy. When customers ask for a soft drink 
with their combo meal, chosen from a 
red menu board, the clerk reaches into 
a red cooler and hands them a Coke, But 
the new money in Coke’s pocket will be 
earned by Njeri. © 
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In Northern California, small 
farmers find the legalization of their 
business could be the worst 
thing that ever happened to them 
BySheelah Kolhatkar 



o reach Jason’s farm you drive south 
out of the small town of Areata, in 
Humboldt County, Calif” and plunge 
into the forest that gave the region its 
“Emerald Triangle" nickname. After 
passing through hilly ranch country 
and a stretch on a dusty dirt road，a 
wooden house peeks out of the fruit 
trees on 150 acres of land, completely 
off the electrical grid. Jason is in the 
kitchen, stuffing cannabis leaves into a juicer. 

“Everyone around here is involved in some way，” says 
Jason，a professional marijuana grower. What he means is that 
a large percentage of people in town，and every other town for 
miles，is either directly or indirectly subsidized by dope, from 
the young parents cultivating a few seedlings in the backyard 
to the owner of the sushi restaurant where seemingly unem¬ 
ployed people eat dinner，always paying in cash* 

“T think we're in the middle of a boom time，” says Jason, 
clomping over to a leather sofa with his juice. He*s in his late 
30s and wearing camouflage pants with a small knife clipped 
to his belt ， heavy-duty work boots, and just enough chin 
scruff to keep him from looking groomed* Despite its rustic 
accommodations-personal business is conducted in an out¬ 
house down the path-the house bears many signifiers of high 
household cash flow: gleaming new appliances, lots of prod¬ 
ucts made by Steve jobs, a Droid satellite phone. He got into 
the pot business almost by accident. After several years drift¬ 
ing hippie-style through California Jason fell in love with the 
pastoral lifestyle and realized that he had to earn money to 


sustain it，so he became a businessman. He agreed to explain 
the economics of his trade, provided Bloomberg Businessweek 
withheld his full name. 

The 1996 passage of Proposition 215, which legalized the pos¬ 
session and cultivation of marijuana for medical use in Califor¬ 
nia, ushered in a green golden age. The legislation permits use 
of the drug by anyone with a 215 prescription, which can be 
dispensed by doctors for ailments ranging from cancer to a stiff 
neck; the Marijuana Policy Project estimates there are 355,000 
patients in California who have been advised to use medical 
marijuana by a doctor. Selling marijuana fora profit is still illegal 
under state law, and there is no specific definition of how much 
a person can legally grow or what constitutes a profit，while 
all marijuana sales remain prohibited by federal law. The very 
vagueness of the rules created opportunity ： midlevel entrepre¬ 
neurs such as Jason who were willing to live with the risks and 
ambiguities of a semi-legitimate market rushed in and thrived ， 
though there are no reliable estimates of how many there are. 

Now a new set of variables has thrown the business into even 
greater uncertainty. On Nov* 2, California will vote on Proposi¬ 
tion 19 ? the “Regulate，Control and Tax Cannabis Act of 2010，” a 
ballot initiative introduced by an Oakland pot enthusiast named 
Richard Lee that proposes to legalize marijuana for personal use. 
The new law would permit individuals to possess up to 1 ounce 
and cultivate 25 square feet worth of plants at private homes, 
with no medical requirement. Beyond that the initiative’s lan¬ 
guage is murky. Regulation of commercial production and sale 
of cannabis would be done by counties and municipalities, leav¬ 
ing the mechanics of how it would all work undefined. 

One thing seems clear ， though, if the measure is adopted : 









Harvest time in Mendocino, Catif. 


a quasi-black market will be replaced by a much more legal 
one, and prices for pot are likely to go down. It’s impossible 
to know by how much，but a 2010 Rand study called “Al- 


you can grow twice as much, you’ll make the same amount of 
money, even if the price is half: 


tered State? Assessing How Marijuana Legalization in Cali¬ 
fornia Could Influence Marijuana Consumption and Public 
Budgets” estimates that retail prices could eventually drop by 
80 percent* First, suggests Jonathan Caulkins, a public policy 
professor at Carnegie Mellon University and a co-author of the 
Rand study，there would be a “honeymoon” period of several 
years when production would ramp upas California product 
began to push out inferior Mexican pot across Che country. 
Once that happens, you could have "a real change in industry 
structure,” according to Caulkins. Growers would have to pro¬ 
fessionalize their operations and become even more industri¬ 
al-scale to squeeze out smaller margins of profit. In such an 
environment, people probably wotVt make the $150,000 or 
so Jason says he clears every year, and “mom and pop" farm¬ 
ers will be wiped out. Jason is planning ahead. “You wanna 
go up top and walk through them fields of glory?” he asks. “If 



After legalization, you could 
have a change in industry 
structure—no more hippies 
making $150,000a year 




For decades, the Emerald Triangle was sustained by logging 

and fishing, but both eventually died off. in the 1960s and 70s f 
hippies and counterculture types fled San Francisco and other 
cities to get “back to the land, and were drawn to the area for its 
potential as an agricultural utopia. The ideal was to be dependent 
on no one: Build your own house, grow your own food，and slap 
solar panels on the roof. It turned out that big redwood country 
was almost as well suited to the cultivation of cannabis as South¬ 
ern France is to Cotes du Rhone grapes. The region’s inaccessi¬ 
bility made it suitable for growing in greenhouses，while the cli¬ 
mate and exposure were conducive to agriculture. It was easy for 
people to nestle a few pot plants back behind the tomatoes and 
bring in a little extra money to pay the property tax bill. 

Proposition 215 elevated the trade to a new level, spawn¬ 
ing businesses to uphold and profit from it ： an aboveground- 
underground market. Growers hire manual laborers to cul¬ 
tivate, harvest, and trim the crops. Others are brought in 
to transport the bounty to dispensaries in Los Angeles, San 
Francisco, and across the state，or to out-of-state middle¬ 
men who inject the product into the black market. Doctors 
write prescriptions authorizing a patient to purchase what 
they need from a dispensary; lawyers provide defense ser¬ 
vices; bail bondsmen help people get oul of jail. In Areata, a 
tidy college town with a population of around 17,000, Ihere 
are many more shops selling fertilizer and greenhouse sup¬ 
plies than ihere are people growing orchids. And then 
there are the arteries the drug proceeds flow through: ™ 
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booming truck dealerships, organic food markets, and the 
electronics store. 

Humboldt County has a small population base relative to its 
California neighbors-129j000-so it's easier for the pot indus¬ 
try to have a dominant effect on Che local economy, Caulkins 
points out. At a moment when Americans don’t seem to actu¬ 
ally make anything anymore, domestic producers have quietly 
distinguished themselves in the cultivation of high-caliber weed, 
demand for which has proved to be almost recession-proof. Jobs 
cultivating ， harvesting, and selling the plants can’t be sent over- 
seas，and the profits are usually reinvested in the community. 
Caulkins calculates that anywhere from $1.5 billion to $2 billion 
worth of marijuana might be sold in California each year. The 
wholesale price per pound is beiow $3,000, according to locals 
familiar with the market. 

The question that looms over the growers is whether the 
economic advantages they’ve built up can survive a more radi¬ 
cal legalization policy, like that being put forth in Prop 19. “One 
thing that interests me is to what degree large-scale production 
can lower costs，” says Erick Eschker，a professor of macroeco¬ 
nomics and LLS. economic history at Humboldt State University 
who directs the Humboldt Economic Index, a monthly indicator 
for the county. “Tf economies of scale do exist, small operations 
are going to be at a significant price disadvantage.” Humboldt 
County could also lose the geographical advantage of its remote¬ 
ness, which makes it ideal for producing an illegal product, as 
production moves closer to where most of the customers are ， 
in Los Angeles and San Francisco. With taxation and regulation 
happening at a county or city level, there could also be a race 
to whichever area has the friendliest rules. 

The new proposition was initiated by Richard Lee，a marijua¬ 
na entrepreneur who founded Oakland's Oaksterdam Universi¬ 
ty, the first college for training students in cannabis commerce, 
and who helped push the city of Oakland to start taxing marijua¬ 
na dispensaries. According to a recent poll by the Public Policy 
Institute of California, voters now oppose Prop 19 by 46% to 
44%, after favoring it slightly in September. Last year, California 
Governor Arnold Schwarzenegger announced that it was “time 
fora debate" oil legalizing marijuana {although he recently came 
out against Proposition 19, calling it a ^flawed initiativeShift¬ 
ing public opinion has already led 14 states，plus Washington, to 
approve some form of legalization for medical purposes* 

The cause has found interesting supporters in the business 
world: Two co-founders of Facebook, Sean Parker and Dustin 
Moskovitz, donated $100,000 and $70,000 respectively, to back¬ 
ers of Prop 19 this fall, according to campaign filings ， and, in 
a Wall Street Journal opinion piece, investor George Soros an¬ 
nounced that he was backing the initiative. The State Board of 
Equalization, which collects sales ， property，and other taxes 


such as those on tobacco and alcohol, issued a report estimat¬ 
ing that if marijuana were taxed at $50 per ounce it could lead 
to $L4 billion in new revenue for California, which has been 
suffering from a $19 billion budget deficit. Jeffrey Miron，a Har¬ 
vard economist, estimates that if the drug were taxed at rates 
similar to alcohol and tobacco it could create $87 billion in na¬ 
tional tax revenue. 

Different parts of the cannabis plant contain varying levels of 
tetrahydrocannabinol, or THC, the main psychoactive ingredi¬ 
ent. The highest concentrations are found in unfertilized buds of 
the female plant，which yield the most expensive strains* Much 
of what is grown in Humboldt County is of this type, and the 
price (followed by all the grades below) has been dropping for 
the last several years* As the price slid, more people rushed into 
growing, farms became latter，and the market became glutted. It 
also attracted what some locals describe as outsiders and crim¬ 
inal elements, including members of drug cartels. Home inva¬ 
sions are more common than they used to be，and there are 
reports of shootings-slx so far this year in Humboldt County ， 
up from one two years ago, according to Mike Downey, the in¬ 
coming sheriff. Many houses in Areata have been taken over 
by indoor marijuana-growing outfits- “I Ve been involved in the 
drug wars for 25 years，，，says Downey. “My personal view? Tt 3 s 
not worth it. We’ve spent a lot of money and it hasn't made a dif¬ 
ference. It ? s been a frustrating issue. A lot of people have been 
killed. We’ve got bodies in these hills we've never found” 

*Tm probably selling more land tlian anyone else in tlie 

country 广 Charlie Tripodi says as he bumps along the highway 
in his mud-crusted Dodge Ram. Tripodi says he’s sold $21 mil¬ 
lion worth since January, to be precise. "We missed a bit of the 
bullet of the real estate market* No real estate agents are out 
peddling hot dogs.” And why might that be? “The marijuana 
industry," Tripodi says without hesitating. “That*s obvious. It 
definitely kept us afloat.” 

Tripodi, a Realtor with Coldwell Banker who calls himself 
“The Land Mail, specializes in selling remote parcels of former 
timberland to buyers who want to farm or live the so-called 




We missed the bullet of the 
real estate market,” says 
Tripodi. fi6 The marijuana industry 
definitely kept us afloat.” 
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Learning the cannabis trade in Oakland, Calif.; 
the mighty redwoods of Humboldt County 


rural-residential lifestyle* A former white-water rafting guide, he 
has chin-length brown hair and a boyish cowlick. He spends his 
days cruising around in his truck widi laminated aerial maps on 
the front seat and a fortified laptop on the console, Tripodi says 
that land prices in Humboldt have gone nowhere but up. “In the 
last eight years，the price for 40 acres has gone from $59,000 to 
$150,000,” he says. 

A good portion of the demand comes from people trying 
to diversify their assets. Over cJam chowder at the Waterfront 
Cafe Oyster Bar in Eureka, Calif., the sister city to Areata, which 
has a brand new waterfront and the lively air of a rich little 
boomcovvn, Tripodi slips into his sales pitch ： “We’re facing a 
devaluation of the currency/ 1 he says. “If there's another ter¬ 
rorist attack，people are going to be fleeing here, It’s a safe 
haven. … Where are you going to put your money? Land has 
much more of an intrinsic value 厂 

Of course, the demand has as much to do with high times as 
end times. “I hate to emphasize that/' he says，but ""hopefully 
most of them grow under the guidelines of 215; some of them 
do, some of them don't. T don't ask questions, it*s none of my 
business/’ During the last few years, he's seen much more of 
this second type of buyer passing through town. M JVs the end 
of the gold rush. People will be clamoring to be a part of it until 
the last nugget is taken out of the river 广 

On a quiet side street, just beyond Arcafa's main square, sits 

a tidy white building that could pass for an insurance office* 
The Humboldt Patient Resource Center is a dispensary where 
people with 215 cards can sidle up to the counter and order one 
of the pot strains-Redwood Kush，and so on-that are on view 
in little clear plastic jars. If the clients don’t feel like smoking ， 
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as many patients don’t，according to Marie lien Jurkovich，the 
proprietress，they can buy one of the goodies in the display 
case ： ganja pecan pie ， “special” peanut butter truffle cups，and 
rainbow Rice Krispie treats-^Consume slowly!" the package 
warns, Chelsea, the perky blonde nutritionist，sits at a table by 
the door, offering paper cups of sunflower seeds and tamari 
roasted almonds. 

Jurkovich has been here 11 years and is just the sort of small 
business owner who could see her world changed by the passage 
of the new bill，but she doesn't know if it would be for better or 
worse. “When you run a business, you need to know the rules. 
Here the rules are constantly changing；' she says, sounding like 
a beleaguered member of the Chamber of Commerce. 

Jason isn't sure how the shifting legal landscape will affect 
his own small enterprise, but he tries to be optimistic. As he 
finishes his carrot-and-cannabis cocktail and moves on to beer ， 
he breaks down his business ： He spends around $50,000 a year 
on labor, he estimates, and thousands more on “bourgie” or¬ 
ganic nutrients that he orders from Chile and other far-flung lo¬ 
cales to make his plants more high-end. “I just put an 18-wheel- 
er's worth of soil in the ground^ he adds，which amounted to 
about $12,000. There's a lot of spray and fertilizer. “The plants 
are pretty water-hungry，” he explains. 

At harvest time, which starts in October, he hires trimmers 
to cut the buds off plants for $200 a pound. ^Somehow I tapped 
into this endless lesbian crew. They come out from North Caro¬ 
lina or Idaho, jumping trains the whole way: he says. “One year I 
had a CPA from Paris. 33 He hires a cook to feed them and provides 
music, wine ， and，of course，plenty to smoke. “It’s a party" he 
says，bouncing up and down and making Edward Scissorhands 
motions with his fingers. His plots are scattered around the forest 
along with a collection of greenhouses that are visible from over¬ 
head but, he hopes, aren't numerous enough to invite a raid. 

Jason says he clears $150^000 to $200,000 a year in profit 
from the land surrounding his house, depending on how good 
the crop is. He earns more from other plots he owns nearby. He 
doesn't pay taxes on the income because he doesn’t file a return 
(“I don’t He about it. That’s when you get in trouble”). Spending 
all that cash in the middle of nowhere can be a challenge. He and 
his wife eat all-oi^anic, and he’s got a few trucks to play with as 
well as a $28,000 Kubota backhoe. Some of the money is "sea¬ 
soned" slowly into a bank account，so as not to draw attention. 

Inside one of Jason’s greenhouses，eight 10-foot-tall plants 
salute the sky，like big，smelly Christmas trees. Each is encased 
by a metal hoop of the sort used to grow tomatoes, and hoses 
snake along the floor to provide water and nutrients. He says the 
big strains this year are called “Chenidog 广 and "Green Crack/' 
Jason is also working on his own concoction ， called^Triple 
“Here，squeeze this " he says，indicating one of the spongy buds, 
about the size of a golf ball. It leaves a sticky，pungent residue, 
“Ha! You can't go back to New York with that!” he smirks. 

The conditions surrounding Jason’s industry maybe about 
to change dramatically, but he’s determined not to worry about 
it until it actually happens. For now，life is almost too easy. Oc¬ 
casionally he even feels nostalgic for the bad old days，when the 
feds were focused on crushing the domestic pot trade, before 
they decided to spend most of their energy on crystal meth in¬ 
stead. Back then, the choppers were always roaring overhead. 
Sometimes he had to dive into the mud with a rifle. "It used to 
be sexy； 3 Jason says，half joking. “Now it 3 s just boring.” O 
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i in Space 




After30 years，NASA 
is ending the Space 
Shuttle program. 
What happens when 
you outsource the 
astronaut business? 


By Paul IVI. Barrett 
Photographs 
by Stefan Ruiz 


It’s 9 a.ni.，and 100 employees of the Kennedy Space Center are lining up for the chance 
to do some freelance work. Director Michael Bay will use the famed NASA facility-origin 
of the Apollo moon shots and home of the flare-winged Space Shuttle-asa backdrop for 
Transformers the finale of his alien robot war trilogy, a Hollywood tip-of-the-hat to a 
place that once launched the future. Bay needs extras-and Kennedy has no shortage. 

The facility’s main mission, launching Space Shuttles，is about to end* Eight thou¬ 
sand engineers ， technicians, and other employees are losing chetrjobs. Nearby towns 
that were built around NASA’s programs-Cape Canaveral, Cocoa Beach ， Titusville-are 
already in a defensive crouch, like wobbly boxers waiting fora knockout punch* 

NASA management is holding “morale events 33 to elevate spirits. A few days before 
the casting call, agency officials eased security rules to allow employees’ families to wit¬ 
ness what is expected to be the final “rollout” of the orbiter Discovery. In a majestic 
evening ceremony，the Shuttle was transported from the 52-story Vehide Assembly 
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Preparing for a final journey ： 
the Space Shuttle Atlantis^ from 
beneath (left), and a side view 


Building to the launchpad. Bathed in 
xenorvspotlightSj the white spaceship, at¬ 
tached to its twin solid rocket boosters and 
orange external Riel tank，crept 3.4 miles 
on the back of an enormous tractor called 
the Crawler. An armed helicopter and a 
nearly full moon hovered overhead. Hus¬ 
bands and wives and children stood in a 
roped-off parking lot next lo minivans, 
clapping and whistling. Some wept. 

In February, the Obama Administra¬ 
tion abruptly canceled an over-budget 
program called Constellation that was 
supposed to take Americans back to the 
moon for the first time since 1972-and 
then on to Mars. For 30 years, NASA has 
flown the Shuttle，built and maintained 
the International Space Station, and 
overseen unmanned scientific probes. 
But no one seems certain where Amer¬ 
icans should go next in space. Implicit¬ 
ly acknowledging NASA's lack of direc¬ 
tion, che White House has instructed the 
agency to take a deep breath, marshal re¬ 
sources, and chart a new course* Routine 
trips to what is known as low earth orbit- 
the Space Shuttle's traditional responsi¬ 
bility-are supposed to be outsourced 
to private industry. Trying to protect 
jobs and existing contracts，Congress 
has slowed the Obama reform initiative 
without entirely stopping it. That leaves 


NASA trapped in what James E, Ball, an 
agency program manager in Florida，calls 
“a period of sustained ambiguity" This 
much is clear ： The Shuttle will fly for the 
last time next year, and NASA has no new 
manned government rockets ready to go 
anytime soon. For five years，or maybe 
more，any American astronaut heading 
to the heavens will have to get there by 
renting a seat in a Russian Soyuz capsule 
or one of the several corporate-owned 
spacecraft nowin development. 

Rather than use the end of the three- 
decade Shuttle program to streamline 
NASA and sharply articulate new goals 
for space exploration in a way that would 
command public attention, much of the 
political leadership in Washington ap¬ 
pears to be ignoring the issue. Communi¬ 
ties along Florida’s Space Coast，built on 
the optimism and industry of the space 
program, are in economic peril The area’s 


Seasonal surf shacks 
can’t make up for the 
business that will 
disappear when the 
Shuttle program ends 


12 percent unemployment rate-2 1 ^ points 
higher than the national average-is ex¬ 
pected to rise to 15 percent over the next 
year, mostly as a result of the space indus¬ 
try contraction. Meanwhilej as America 
dithers ， Russia ， China, India, and other 
countries are expanding their shares of 
the space market. 

Travis T, Ttiompsoo sits in an air-cofidi- 

tioned conference room talking about 
the end of the Shuttle program. A com¬ 
pact man with a handlebar moustache, 
he heads the orbiter closeout crew ； he's 
the guy who shakes hands with each 
astronaut just before they lift off. “ You 
come back and see me now/ 3 he tells 
them. Thompson, 52, speaks of his work 
with quiet pride. “What I do，，’ he says, 
“is put astronauts in spaceships and 
dose the hatch.” 

After three final flights—one sched¬ 
uled for Nov. 1， two in 2011-the trio of tile* 
skinned orbiters will be cleaned, stripped 
of classified gear, and sent to museums. 
Thompson^ job will end. The customized 
747s that piggyback Shuttles to Florida 
after California landings will be retrofitted 
for less exotic cargo. The mighty Crawler ， 
which ferried Shuttles to the launchpad, 
will be reduced to hauling more terrestrial 
freight around the Space Center. 
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Orbiters are attached to their rockets m 
the 52-stofy Vehicle Assembly Building; 
Atlantis awaits its last payioad 


The weathered beach towns and small 
inland cities where space workers live and 
patronize local businesses were already hit 
hard by the recession, and now things will 
get worse. The Kennedy head count-civ¬ 
il servants and contractors - will fall from 
15,000 in 2009 to 7,000 or lower. Nearly 
all the cuts will affect private sector work¬ 
ers ； the 2,100 direct NASA employees cur¬ 
rently are not targeted for layoffs. Overall, 
the Space Center workforce earns an av¬ 
erage annual wage of $75^000, compared 
with $47,000 “outside of the gate.” Nation¬ 
ally, the loss of space jobs in Florida ， Cali¬ 
fornia, Louisiana, Texas, Utah, and other 
states could approach that of Kennedy, 

In Cocoa Beach, south of the Space 
Center，the Durango Steakhouse and a 
large Chinese restaurant have shut their 
doors in recent weeks* Strip malls have 
been emptied of their manicure salons 
and home furnishing shops. Tourism re- 


One key question is 
whether new high-tech 
employers will step 
in and hirelaid-off 
NASA contractors 


mains, but the seasonal surf shacks and 
burger joints can’t make up for the lost 
economic activity, 

“I’ve seen this picture before,” says 
Thompson, tugging on his NASA base¬ 
ball cap. He works for United Space Al¬ 
liance, the main Shuttle operator^ which 
is jointly owned by Boeing and Lockheed 
Martin. Asa young man, he lived through 
the local slump that accompanied the end 
of the Apollo program in 1975. In ail ear¬ 
lier period of indecision and funding de¬ 
bates, NASA spent the late 1970s scram¬ 
bling for sufficient political support to get 
ihe Shuttle built and aloft Thompson's 
hometown, Titusville, “became a ghost 
town after Apollo,” he says. "People were 
walking away from houses, leaving the 
keys under the mat，Shuttles didn’t begin 
to fly until 1981， after which Kennedy and 
its environs enjoyed a period of relative 
economic stability. Now the highways are 
lined with billboards that say ： “Changing 
Jobs?” They advertise financial advice for 
people who are unsure of what to do with 
their uprooted 401(k) accounts. 

Thompson has worked at Kennedy for 
31 years. He knows he should be looking 
for a new career. So far，he hasn't sum¬ 
moned the will. He distracts himself from 
the coming bad news by focusing on 
safely launching the final Shuttles* Even 


as resume workshops and job fairs have 
proliferated，many in the area are strug¬ 
gling to imagine life after the Shuttle, says 
Lisa Rice，president of Brevard Work¬ 
force, a county agency. She has placed 
around 100 ex-Shuttle workers out of the 
1,900 lei go since last year. 

Opportunities could still arise from the 
turmoil. Once Congress and the White 
House clarify short-term funding issues, 
Boeing, Lockheed, and smaller rivals such 
as Elon Musk's Space Exploration Technol¬ 
ogies could jostle for pieces of an increas¬ 
ingly privatized market. Frank DiBello, 67, 
a space industry consultant and investor, 
has come out of retirement to lead a state- 
sponsored economic diversification initia¬ 
tive, with the goal of bringing tech-based 
businesses to Florida that could scoop up 
some of the laid-off NASA workforce. 

Much will have to happen before the 
Space Coast realizes DiBello's shiny as¬ 
pirations. “We are going to go through a 
lot of hurt in regard to layoffs of a highly 
skilled workforce that Florida needs to 
ensure its future，’’ he says. 

Robert D. Cabana, the director of the 

Kennedy Space Center, visited his future 
workplace for the first time in 1970 as a 
member of the U.S. Naval Academy’s 
Physics Honor Society. The brainy 
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midshipman gaped at a Saturn V rocket, 
the kind that took Apollo astronauts to the 
moon, “That was our future and our pride 
at that time，” Cabana recalls. 

After graduation, he flew A-6 Intrud¬ 
ers in the ILS. Marine Corps, became a 
test pilot and colonel, and, on his second 
try, was accepted in 1985 into the elite as¬ 
tronaut program. He flew on four Shuttle 
missions, including the one in 1998 that in¬ 
augurated the assembly of the Internation¬ 
al Space Station. Today, Cabana, 61, is in 
charge of thinning the ranks of employees 
in the hangars and labs and control rooms 
scattered across 140,000 acres of alligator- 
infested swamp and scrub. 

Wiry and intense，Cabana seems sur¬ 
prised, and maybe insulted, when asked to 
explain the Space Shuttle's value* “It’s just 
a phenomenal vehicle，” he answers. With 
it, NASA took the lead in creating the space 
station, where humans have learned howto 
survive for months in micro-gravity and do 
biomedical and astronomical research. The 
Shuttle launched and serviced the Hubble 
telescope, which revolutionized our under¬ 
standing of the cosmos* The craft has also 
facilitated robotic probes of the earth's cli¬ 
mate, Jupiter's atmosphere, and the sun’s 
radiation. Its science contributes to the on¬ 
going search for distant planets that support 
life. Closer to home, its spinoffs such as ad¬ 
vanced home insulation and biodegradable 
lubricants have improved everyday life. 

The frustrating truth is that relative¬ 
ly few Americans care about the scientif¬ 
ic missions that came after Apollo’s giant 
leaps for mankind. Since the last trip to the 
moon 38 years ago, NASA, for all the skill 
and bravery of its employees, has given the 
impression of an organization on a space 
walk to nowhere* A succession of agency 
leaders have grasped at grandiose propos- 
als-go back to the moon, on to asteroids 
and Mars-that have fallen through for lack 
of support on Capitol HilL To justify an 
annual budget now in the $19 billion range, 
the agency has kept the Shuttle flying, no 
small feat，given its aging late-70s technol¬ 
ogy. Even a Shuttle enthusiast like Cabana 
has to admit-and does ， reluctantly-that 
the venerable craft has proven with more 
than sufficient repetition that man can 
achieve low earth orbit. 

In 2004, the space agency com- 
missioned a consumer study by the 

A vintage Saturn in Kennedy's Rocket 
Garden: "In the mind of the public,a 參 
research study says, "human exploration 

of space is MASA’S brand" \ 
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timistic bill/to get to Mars would come 
to half a trdlion dollars over time. The 
Bush Administration suggested that, 
somehoW, Constellation couid get off 
the ground within NASA’s existing infla¬ 
tion-adjusted budget. By 2009, Constei- 
latioiywas already way over budget and 
far behind schedule* The Obama White 
House decided to cut the losses at about 
$t0 billion. A 355-foot, $300 million 
steel tower that would have launched 
ybnstellation^s rockets now stands wiih= 
,6ut an immediate purpose at the Ken¬ 
nedy Space Center. 

The latest White House plan has 
several components-and just as many 
risks. Private sector corporations, rather 
than the government, are supposed to 
provide transportation of cargo and 
crew to the Space Station, Contractors 
such Space Exploration Technologies, 
started in 2002 by Musk^ the founder of 
PayPal, are testing proprietary rockets 
for this purpose. In June, Musk’s com¬ 
pany staged a successful inaugural flight 
of its Falcon 9 launch vehicle from the 


Cape Canaveral Air Force Station adja¬ 
cent to the Kennedy complex. 

In theory, the outsourcing of low 
earth orbit will make available resourc¬ 
es for NASA to focus on farther-reaching 
manned exploration. How this strategy 
will be implemented-and at what cost 
over what period of time-remains un¬ 
clear The $58 billion, three-year NASA 
authorization legislation passed by the 
House on Sept. 30, and earlier by the 
Senate, endorses Obama's mandate to 
use taxpayer money to spur commer¬ 
cial rocket development. But it cuts back 
on the amount of money devoted £o that 
goal. The legislation，which Obama signed 
in October，instructs NASA to move ahead 
with a new spacecraft that could land 
on an asteroid by 2025. But in a nod to 
Boeing, Lockheed Martin, and lawmakers 
representing states with existing Shuttle 
operations, Congress also exhorts the 
space agency to rely as much as possible 
on existing technology and personnel. 

A new round of legislative jockey¬ 
ing will commence when congressional 


Center for Cultural Studies & Analysis in 
Philadelphia. "Despite a strong emotional 
attachment to NASA, 33 the think tank re- 
portedj “many of the agency’s achieve¬ 
ments since the end of the Apollo program 
have failed to resonate, or even register, 
with the public.” Why? if Tn the mind of the 
public, the research showed, “human ex¬ 
ploration of space is NASA’s brand. The 
brand having badly eroded, the Bush Ad¬ 
ministration announced in 2004 that the 
Shuttle program would end this decade. 
Outside NASA and aerospace contracting 
circles, few people seemed to notice. “The 
space program,” says the business veteran 
DiBello, "has become too much of a fed- 


号 1 jobs program:’ 
DiBello I 


earned a math degree at Vil- 
lanova TJriiversityj advised Ihe Defense 
Dept, on missile performance, and con¬ 
sulted with corporations that manufac¬ 
ture and service Sockets while working 
for KPMG Peat Marwick for 25 years. In 
the 1990s he launched SpaceVest ? a ven¬ 
ture capital firm in northed Virginia. 
Throughout, he watched as pdliticians 
and bureaucrats spread NASA resoltH：ces 
around the country ： launches at Kemfe' 
dy, mission control at the Johnson Space 
Center in Houston，propulsion engineer¬ 
ing in Huntsville ， Ala.，rocket testing in 
southern Mississippi，management of as¬ 
tronomy missions at the Goddard Space 
Flight Center in Greenbelt^ Md. 

“Everyone gets a piece of the action,” 
says DiBello, who has deep-set owlish 
eyes and a Philadelphia-accented bari¬ 
tone. M The program gets pulled in differ¬ 
ent directions based on which senator or 
congressman wants business for his or 
her district." As a result, he adds with a 
sigh, “We have been foundering from the 
moment we set foot on the moon: 

To replace the Shuttle，the Bush Ad- 
ministration said the Constellation pro¬ 
gram would lead to a manned Mars land¬ 
ing. In a speech a year after the lethal 
explosion of the Space Shuttle Columbia, 
Bush promised a rededication to bold 
voyaging* M We choose to explore space,” 
he said，“because doing so improves out 
lives and lifts our national spirit，The re¬ 
tirement of the Shuttle was supposed to 
free up money for a new family of long¬ 
distance, heavy-lift rockets. 


The Bosh Adininisfrafion's proposed 

funding for the program was w gr0ssly in¬ 
adequate" according to DiBello. fhe Shut- 
tie flies for about $3 biiiion a y^r. An op¬ 


Thompson, fhe last man to shake 
the hand of each astronaut before iaunch, 
expects to lose his job in the next year 
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appropriations committees-the panels 
that cut federal checks-tum their atten¬ 
tion to the space program after the elec¬ 
tion. “My fear is that Congress will con¬ 
tinue to set ambitious but vague goals 
without giving NASA the resources needed 
to accomplish them,” says DiBello. 

One assumption built into the Obama 
plan is that private industry will get rou¬ 
tine space work done much less expen¬ 
sively than the government* But given that 
corporations already do a lot of this sort 
oflabor under contracts with NASA，the 
premise raises questions about how they 
will suddenly become more cost-effec- 
tive，especially without sacrificing safety. 

Patty Stratton, a senior manager with 
United Space Alliance, the contractor 
jointly owned by Boeing and Lockheed 
Martin that operates much of the Shut¬ 
tle program at Kennedy, offers the meta¬ 
phor of a lightbulb* "When you come into 
a room, you flip the light switch, and Che 
Jight goes on. You replace the bulb from 
time to time，” she says. “With the Shuttle ， 
we put in a new bulb every single time. 
It gets expensive.” Contractors claim 
they can operate faster and leaner once 
they’re freed of NASA bureaucracy. 

Following similar reasoning, the Pen¬ 
tagon and the State Dept, in recent years 
have outsourced large portions of logis¬ 
tical, infrastructure, and even security 
work in Iraq, Afghanistan, and other war 
zones- The results have been disappoint¬ 
ing, with government auditors having 
identified billions of dollars in corporate 
waste, fraud，and other misconduct. 

The comparison NASA and its contrac* 
tors prefer is that of the postal service and 
commercial airlines. In the 1920s, when 
air travel was still new，the federal gov¬ 
ernment allowed nascent airlines to bid 
on mail delivery contracts. Washington's 
backing allowed the airlines to expand 
into cargo and passenger service. Costs 
came down as they were spread across 
more profit-generating businesses. The 
idea is that as space travel becomes more 
common，it will foster new commercial 
research and adventure tourism. Corpo¬ 
rations will be able to defray costs and 
reduce bills for taxpayers. 

The potential flaw in this argument 
is that，for the foreseeable future, there 
just isn’t that much that absolutely has 
to be done in space. Beyond launching 
and maintaining communications sat¬ 
ellites, where is the profit-driven space 
market? How many tourists, apart from 


a few millionaires，really want to spend 
their vacations in stomach-turning mi¬ 
cro-gravity? DiBello insists that the great¬ 
est potential is in fields such as medical 
research，and in technologies yet to be 
discovered. Space activity has produced 
valuable inventions such as global posi¬ 
tioning devices that have had lucrative 
commercial applications. 

Whether or not privatization saves 
money，it has already changed attitudes 
and reversed roles at the Kennedy Space 
Center NASA officials for the first time 
are pitching the centers capabilities-and 
its potential iniprovement-to audiences 
of corporate executives who will decide 
where to locate new commercial space op¬ 
erations- In September，Boeing formally 
announced that it would get into the space 
tourism and astronaut transport business, 
with flights scheduled to start as early as 
2015. What site will host those launches 
hasn’t been determined, but the Kennedy 
complex is a leading contender, 

Avera Motors，a 2009 spinoff from 
Mainstream Engineering, a Florida- 
based developer of energy conversion 
products, also hopes to capitalize on the 
ferment at Kennedy. The company occu¬ 
pies an 11,000-square-foot facility in Bre¬ 
vard County where its 20-person team 
has fabricated a prototype of a low-emis- 
sion ， high-mileage sports car it plans to 
sell in late 2012. In addition to privately 
raised seed money ， Avera、chief execu¬ 
tive officer, 27-year-old R.J. Scaringe，has 
received $2.5 million in state financing, 
some of it secured by DiBello. Scaringe ， 
who has a PhD in mechanical engineer¬ 
ing from Massachusetts Institute of Tech¬ 
nology, plans to step up hiring early next 
year. If his car finds buyers, he foresees 
employing 1J00 people by 2015-a bold 
goal. w The skilled technical workers be¬ 
coming available because of the Shuttle 
layoffs； 3 he says, “are perfect for us.” 

Rob Schneider, 44, cannot wait 
around for Avera to start hiring- The 


Boeing says if will 
compete in the space 
tourism and astronaut 
transport business ， 
with launches beginning 
as early as 2015 


heavy machinery mechanic employed 
by United Space Alliance has logged 
10 years fixing Kennedy’s forklifts and 
cranes. He expects to lose his posi¬ 
tion within a year and wants to sell his 
Brevard County house before the real 
estate marker dips further. His wife ， 
Sherry, has already moved to Colum¬ 
bia, S.C-，where she found work as an 
elementary school principal. One of 
their two sons moved with her ； the 
other is finishing high school in Brevard. 
Schneider talks over coffee and donuts 
in the local lodge of the International As¬ 
sociation of Machinists and Aerospace 
Workers, where he is a member. Look¬ 
ing out from the wall, a yellowed poster 
of the space center’s namesake, John 
F. Kennedy, states: "The work you are 
doing is vital to our national security/’ 
Schneider tries to sound upbeat. “We 
got it good compared to a lot of people, 
because my wife already found a new 
job,” he says. He is interviewing for rail¬ 
road work in South Carolina. The best 
scenario he envisions would involve 
taking a 20 percent pay cut- 

“The tradition around space is what 
I’m worried will go away/' says Roberta 
Wyrick ? 56. A United Space employee, she 
oversees orbiter testing and is integral¬ 
ly involved with launches* In her spare 
time, she takes Boy and Girl Scouts on 
tours* Wyrick has a math degree from the 
University of Central Florida and 31 years 
of experience at Kennedy, She has heard 
that there may be jobs at NASA's Wallops 
Flight Facility on the eastern shore ofVir- 
ginia, where smaller research launches 
take place, but she has not formally in¬ 
quired yet. got a house here，and 
I thought I would retire from Kennedy；' 
she says. “I launch Shuttles.... When T see 
it on the pad，getting ready, my heart just 
starts beating faster.” 

Weeks after my visit to the Space 
Center, the director，Bob Cabana，calls out 
of the blue. ‘‘NASA，’’ he wants to remind 
me，“is not going away by any means 广 
But actually what prompted him to reach 
out，he explains, was a sense of loss. “I 
just said goodbye to 900 good people for 
the last time；' he says of the latest stage of 
layoffs* “I can't put into words what that 
feels like 广 There is a long pause* Then the 
former Marine test pilot and astronaut 
reiterates his invitation to come back 
down for one of the last Shuttle launch¬ 
es ： “It’s just a phenomenal thing to see，” 
he says. “Phenomenal.” © 
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How can two $5 Gold Eagles 
have a 600% difference in value? 

If you’re not interested in the answer, give this to your best friend 


Almost everyday, very successful, very sophisticated 
business people tell us theyVe interested in buying 
gold The problem is, they don’t have the first notion 
of where to begin. 

Our response is always the same: there's bullion gold* 
and then there s collectible gold. We re not talking 
about bullion gold We're talking about a special kind 
of gold that collector climb all over themselves to get 
their hands on. 

Use our Collector's Checklist when you go shopping 
for gold. 

First on our list: collectors took for a coin thafs in 
demand. And there are few gold coins that collectors 
want more than the Anriencan Gold Eagte. It was 
created during Ronald Reagan r s administration. 

In real estate, value is driven by location, location, 
location. In coins, it's quality 

For collectors, the higher a coin's grade, the higher the 
coin 、 value, That f s number #2 on our checklist* One of 
those S5 Gold Eagles is the highest collectible grade 
possible: the absolutely flawless grade of MS70 {MS 
stands for w Mint State"). It's referred to as the 
"perfect" coin. 

Consider this: In its bullion grade, a 2001 S5 Gold Eagle 
is valued at $150~but a perfect grade MS70 is valued 
at $950-^a staggering $00% difference! 

Of course you have to understand that the population 
of this MS70 coin is small, but rfs dn example of a corn 
in its finest Mint State grade. 

No, 3 on our checklist: Collectors covet First Strikes. 

If a $5 Gold American Idgle in MS70 is srzzlrog hot, 
what happens when it achieves the exalted status 
called First Strike™? 
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This is the pinnacle of a coin 、 
state of quality. It just doesn't 
get any higher Bottom line: col¬ 
lectors often pay more for them. 


You want to buy 
collectible gold, 
but not just any 
collectible gold. 

You've paid close 
attention to our 
collectors 
checklist: Is tf in 
demand? Has it 
earned the highest 
grade possible? 

Is it a First Strike? 


Our recommendation: 


A 2010 $5 Gold American Eagle MS70 First Strike. 

You'd expect to pay a premium for such a unique 
combination of quality factors. 

8ut we have a special opportunity for you: 

$279 each for up to 4 coins 

$265 each for 5 to 9 coins 

The best deal—S249 each for 10 coins or more! 

Hurry! This is a first come, first served offer! 

Cali 1-S8S-201-7047 to find out how you can qualify 
for free shipping. Mention offer code: PGE124-02 

Call First Federal Toll-FREE today 1-888-201-7047 
to Reserve Your 2010 S5 Eagle MS70 First Strike! 



Offer Code PG£ 124^02 
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The race for the 
next billion-doUar 
ingredient has 
led to Canada? 
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How one man capitalized on a workforce’s fears—and parlayed 
them into a touchy-feely empire By Spencer Morgan 


Illustration by Andy Smith 
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Eto. Office Bullying 


W ith his goatee, Darth Vader- 
sized bald head, and an NFL 
lineman's build, Gary Namie 
doesn't look like someone to 
mess with. And in his case ， 
appearances do not deceive. 
Namie has carved out a tough niche-he 3 s the guy 
who bullies the office bullies. Two weeks ago in San 
Francisco he and his wife, Ruth, were set to give a 
keynote address at a seminar hosted by a group called 
California Healthy Workplace Advocates* They were 
scheduled fora similar event the next day in Sacra¬ 
mento, At $10,000 per appearance, the Namies are 
becoming the Sarah and Todd Palin of the rapidly 
expanding office bullying universe-a universe that 
owes its existence, in large part，to the Namies. 

In 1995, Ruth Namie, then a clinical physician at 
a health maintenance organization, found herself 
in the crosshairs of a vicious female superior named 
Sheila. Namie mencions Sheila every time he tells 
their story ， since, he says, she “tormented，’* u trau¬ 
matized/' and “tore apart” Ruth’s confidence, using 
the classic bullying techniques like berating her skill 
in front of co-workers, spreading rumors, disrupt¬ 
ing her work, and screaming at her. After consult¬ 
ing an attorney, the Namies discovered there was 
little legal recourse for non-discriminatory bullying* 
By 1997, the passage of such legislation became 
Namie’s white whale. As he says，Sheila "messed 
with the wrong guy/，even though ， technically, she 
messed with his wife. 

More than a decade later, the former University 
of Southern California management professor has 
become the Erin Brockovich for workers tired of their 
boss's hysteria* And in the American worker, Namie 
has the perfect client. According to a survey conducted 
by business research association Ihe Conference 
Board，employee satisfaction is sinking. Last year ， 
only 45 percent of workers claimed to be satisfied 
with their jobs—a significant decrease from 61 percent 
in 1987, Pollster John Zogby reported in August that 
34 percent of American workers said they’d been bul¬ 
lied at the office. The data reinforce 2009 University 
of Phoenix findings that the recession has given 
bullies an excuse to mistreat co-workers. 

Ill a classic chicken-and-egg twist, the purported 
rise of the office bully has turned anti-bullying 
experts into well-paid gurus. Valerie Cade s an anti- 
bullying coach in Ontario, gives 40 speeches a 
year for up to $7,500 apiece* A rise in demand，she 
says, has forced her to decline multiple invitations. 
Calgary-based Anton Hout^ the founder of Over- 
comebullying.org, offers a selection of anti-bullying- 
inspired posters and fine art prints. The site also 
hawks his most recent book, the artfully titled What 
Every Target of Workplace Bullying Needs to Know. 
Fellow Canadian Chris Hinkle, the creator of Firm 
Foundations, offers a self-service package for $350, 
Still, Namie occupies a rarefied position in the 
anti-bullying hierarchy* The co-founder of the Bell¬ 



The rise of the anti-bullying movement is another example of life imitating art. 
Work bullies have screened well in Hollywood for decades. — Spencer Bailey 



.Glengarry Glen Ross (1992) 
Box Office ； $10,725, 228 


Blake (Aiec Baldwin), a real estate big shot, 
flaunts his top spot on the office totem pole. 
“You drove a Hyundai to get here tonight" he 
tells a struggling colleague. drove an $80,000 
BMW/' Dangling a pair of brass balls by his 
crotch, Blake instructs ttie men to gtt their own. 



► Sharks (I99S) 

Box Office ： $382,928 


On his assistants first day, movie mogiil Buddy 
Ackerman (Kevin Spacey) explains the rules ： 
“What you tliiok means notliing* What you 
feel means nothing. You are here for me. You 
are here to protect my interests and serve my 
needs" A cult classic among aspiring agents* 


At$10,000 
per speech ， 
the Namies 
are the 
Palinsof 
the anti- 
bullying 
movement 


ingham (Wash.)-based Workplace Bullying Instituce, 
he’s hoping to leave his fingerprints on history. With 
his help, on Oct. 19, El Paso, Tex., declared the first 
ever Freedom From Workplace Bullies Week，which 
was celebrated with events in four states and an 
anti-bullying conference-entitled Powerless to Pow¬ 
erful-in anti-bullying hotbed, Saskatchewan. 

The big week was more than a decade in the 
making. After Ruth Namie’s bullying experience, the 
couple founded the Campaign Against Workplace Bul¬ 
lying in San Francisco in 1998. Two years later，they 
helped establish the inaugural U,S, Hostile Workplace 
Survey, The poll coincided with the release of their 
book, The Bully at Work, which has since sold 80,000 
copies and remains the magnum opus ofthe genre. In 
2003 they renamed their group the more important- 
sounding Workplace Bullying and Trauma Institute, 
later boiled settling on the Workplace Bullying Insti¬ 
tute {WBI) ? which still sounds pretty important. In 
2008, they took the bold step of establishing WBI 
University, the first college of its kind，in Bellingham. 
The university’s three-day seminars cost $4,600 for 
individuals and $6,000 for corporate representatives. 
Next semester is already sold out. 

Namie focuses his energy these days on 
“interventions” 一 whidi require on-site bullying as¬ 
sessments and anti-bullying training-for companies, 
unions, and universities at $45,000 a pop* While he 
once landed three such gigs per year, he says, he 
now averages three per month. On 10 or so other 
occasions each month, Namie explains to an audi¬ 
ence of business owners or executives how bullies 
are eroding their organizations from within, under- 
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cutting capacity and destroying lives. Tt ? s not easy 
to identify a bully in your midst, he warns. It takes 
a professional to spot，as his literature states, “the 
overly ambitious snakes willing to hurt others.” 

With more than 900 media appearances under 
tiisbelc, Namie has successfully established himself as 
the main conduit for the anti-bullying business. In the 
last year and a half, the WBI has added three employ¬ 
ees, not including an in-house therapist who mans the 
crisis hotline. Such success has not gone unnoticed. 
According to Matthew Holt, vice-president and 
publisher of John Wiley & Sons, between 20 and 25 
business books on workplace bullying were published 
in the last two years. Next year will see the release 
of Murder by Proxy^ a documentary that focuses on 
the conditions that make workers go postal. The film 
is following the lead of New York independent film¬ 
maker Beverly Peterson, a former bullying victim who 
devoted herself to telling others’ stories. Her ongoing 
Web series, There Oughta Be a Law, debuted to raves 
at the 2008 International Association on Bullying and 
Harassment in the Workplace conference in Cardiff, 
Wales. “It was like my Sundance " Peterson says. 

Despite the surge in his business, Namie re¬ 
mains intent on spearheading anti-bullying legis¬ 
lation. Along with Boston-based Suffolk University 
Law School professor David Yamada, he presides 
over a small army of coordinators in 33 states-so- 
called Healthy Workplace Advocates，many of whom 
are WBI University alumni* So far 17 “Healthy Work¬ 
place ，， bullying bills have been introduced across 
the country. Namie and Yamada expect to cross the 
“20-state barrier” next year. In preparation, Yamada 


recenly held a Freedom Week conference in Boston 
to strategize for the 2011 legislative season. 

The bills, which seek to offer legal options for 
bullied employees，have triggered opposition from 
numerous business associations who fear the poten¬ 
tial for future worker litigation. However ， it 3 s noth¬ 
ing compared to the dash taking place within the 
anti-bullying industry itself. “T will say there are sev¬ 
eral people who want all anti-bullying related activity 
to go through them；' says filmmaker Peterson* The 
anti-bullying industry had a contentious moment in 
August，after Kevin Morrissey，a 52-year-old manage 
ing editor at the Virginia Quarterly Review, took his 
own life amid allegations of psychological abuse by 
Ted Genoways, the magazine’s top editor* (Geno- 
ways denies the allegations,) The suicide prompted 
soul-searching in the publishing world and finger¬ 
pointing in the anti-bullying one. In April 2009, 
Valerie Cade was asked to speak at the University of 
Virginia, which operates VQJ?- During the following 
year she served as a consultant to the school, Namie 
is still stinging from not landing the gig. “They should 
have had our damn program* The guy wouldn’t have 
killed himself/ 3 he says disturbingly, 

“I would describe what Gary is doing as bullying，’’ 
says Cade, noting that Namie has repeatedly dispar¬ 
aged her work when discussing the tragedy* (The 
University of Virginia declined to comment on the 
matter.) However, bygones are bygones when people 
are willing to pay thousands to hear you speak. "I'll 
just take it as a compliment" Namie says of his grow¬ 
ing competitors. “We’ve created the field in a way 
that could be lucrative.” O 


According 

to Namie, 
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DATA: BOM OFFICE MOJO (DOMESTIC GROSS ONLY) 



► The Devil r s Advocate (1997) 
Box Office ： $60,944,660 


While many bosses act like demons, John Milton 
(A1 Padno) is the devil himself-literally. He T s also 
the head of a prestigious New York City law firm 
that reels in bright-eyed attorney Kevin Lomax 
(Keanu Reeves), Unintended comic relief occurs 
when Milton’s office turns into a firey hellhole 



► Space (1999) 

Box Office ： $10,827,810 


The supervisor at a software company, Bill 
Lmnbergh (Gary Cole) is a passive-aggressive 
micromanager who aslcs employees to 
work weekends. Worse, he wears a belt with 
heinous suspenders. Most irksome, he drives a 
Porsche 911 with the vanity plate ： l( MY PRSHE." 



► The Devil Wears l^rada (2006) 
Box Office ： $124,740,460 


The queen of bad bosses, Miranda Priestly 
(Meryl Streep) is higli-stnmg, demanding, and 
loosely based on Vogue editor Anna Wintonr. 
Leave it to Streep to Him liie stereotype into a 
soft-spoken, tliree dimensional sometimes 
even empathetic character ： the anti-bully's bully. 
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EtCsFood 


Frontiers 
of Superfood 


Inside a Canadian university ， 
the hunt is on for the next 
agai berry. By David Sax 

W hen people think of super- 
foods-such as pomegranate 
or agai berry，which claim 
significant health benefits— 
they may picture intrepid 
explorers foraging in remote 
South American rain forests. Here's what they don’t 
usually think of: Canada. Although it’s generally 
considered the breeding ground for lumber, hockey 
players，and Justin Bieber, Canada is now staking 
its claim as a capital of next-generation function¬ 
al foodstuffs, as health-promoting substances are 
known in the food industry. On the geese-plagued 
campus of the University of Manitoba，outside Win¬ 
nipeg, academia and Big Food are experimenting 
with what they hope will be the culinary world's 
Next Big Thing ： barley. 

Yup, barley. Manitoba is one of many commod¬ 
ity-driven economies around the world trying to 
move its resources up the value chain, “The prov¬ 
ince was sick of seeing commodities slapped into 
boxcars and shipped out for pennies of margin on 
every pound，’’ says Peter J.H Jones，the director of 
the University of Manitoba's Richardson Centre for 
Functional Foods and Nutraceuticals. So in 2006, 
Winnipeg-based agribusiness Richardson Interna- 
tional-with additional funding from food process¬ 
ing monolith Cargill and corn syrup giant Archer 
Daniels Midland-joined the University of Manito¬ 
ba and the provincial government to establish the 
$27 million research institute. 

The Richardson Centre, which has its own grain 
mills as well as countertops made from pressed hemp 
seed, is currently exploring potential uses for beta- 
glucans, a molecule found in barley，among other 
myriad superingredients. Studies such as one con¬ 
ducted by the European Journal of Clinical Nutrition 
have suggested that beta-glucans can have a positive 
effect on the immune, cardiovascular, and digestive 
systems. The molecules have also been hailed for 
their virus-fighting capabilities and held up as a pos¬ 
sible cancer treatment. Nancy Arnes, a government 
research scientist at the Richardson Centre，hopes 
beta-glucan will soon become as familiar a word as 



Extracting the male parts of a wheat seed head 



At Richardson^ every food product is tested and served in precise portions 



Scientists recreate the emironment found in the human stomach 
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antioxidant. If that happens, then barley from the 
Canadian prairies may exude the same supermarket 
sex appeal as agai berries from the Amazon, 

In a windowless test kitchen at Che Richardson 
Centre, Ames tests beta-glucan-infused tortillas 
by evaluating their elasticity, strength, and taste 
(gummy, but not that bad). Other Richardson re¬ 
searchers are testing different wheat fibers, canola 
oil blends, plant sterols (good cholesterol derived 
from plants), and other ingredients for their poten- 
tial health benefits and commercial potential. Are 
they on the brink of discovering the next starfruit? 
“All barley originated in Tibet/ 3 Ames says. “What 
could be more exotic than that?” 

More important than making barley sexy is 
making it profitable. For much of the past decade, 
functional foods and beverages have been one of 
the brightest spots in the food and drink sector. 
According to estimates by Nutrition Business Jour¬ 
nal, sales of functional products grew at around 
9 percent per year from 2000 to 2008 and now 
represent a $37.3 billion market in the U.S. Pack¬ 
aged foods manufacturers continue to seek out new 
functional products not only to differentiate their 
brands but also because the health benefits allow 
them to impose a markup of up to 270 percent, 
"We don’t want to publish papers for the sake of 
papers，” says Curtis Rempel ? the institute's research 
development manager We do it to show the indus¬ 
try that we can make them money. That they can 
come here and be ahead of the competition " 

A soft-spoken Mennonite with owl glasses ， 
Rempel lives on a working farm but has a decade of 
agribusiness experience with Monsanto* “This is a 
venture capital model,” he says. “We’re taking a risk 
m the hopes of making a discovery" The prototypes 
scattered on Rempel's desk, including a wild rice gi*a- 
nola bar and a canister of extracted oat oil，illustrate 
an insidious truth about the functional foods busi¬ 
ness ： Success is nearly impossible to predict. M hook 
at this，” says Rempel，holding up a ClifBar wrapper, 
“This is a slab of sawdust infused with fruit juice. But 
it sells like heck. We can do better!” 

The center's scientists are careful to avoid the 
hype that’s endemic to the nutritional food busi¬ 
ness. When they performed a $250,000 clinical 
trial on plant sterols for Silk soy milk producer 
White Wave, they deliberately understated posi¬ 
tive results. Such caution is the by-product of 
heightened enforcement from the Food and Drug 
Administration, In September 2009, Danone 
reached a $35 million settlement with consum* 
ers for overstating the health benefits of its Activia 
pro-biotic yogurt. In September the Federal Trade 
Commission sued pomegranate juice powerhouse 
POM Wonderland for making potentially false or 
unsubstantiated assertions that its beverages and 
other supposedly antioxidant-rich products could 
cure maladies ranging from cancer to erectile dys- 
ftinction. Such regulation is essential for the indus- 


^Thisis 


a slab of 
sawdust 
infiisedwith 
fruit juice. 
But it sells 
like heck,” 
says one 
researcher 


try’s future, "if there isn’t oversight，people will 
stop believing/' Rempel says. “This will be one of 
the quickest fads you've ever seen.” 

Although growth in the functional foods indus¬ 
try slowed in 2009, owing largely to the recession, 
the segment is primed to expand again* One reason 
is the Obama Administration's effort to tie a signif¬ 
icant portion of health-care funding to states’ ef¬ 
forts to curb obesity* 'Those [programs] will have 
a tidal-wave-type impact，’’ says Bob Jones，a prin¬ 
cipal at Cambridge-based consultant Scientia Advi¬ 
sors Jones predicts that growth will accelerate next 
spring as the Surgeon General rolls out an expected 
anti-obesity media campaign* 

For the Richardson Centre，heightened demand 
is escalating the race to develop the next great func¬ 
tional blockbuster. In addition to beta-glucans, it’s 
investigating pea fibers that may modulate insulin 
levels, starch fibers that may aid digestion and en¬ 
courage weight loss，and antioxidants from a wheat 
extract called nova bran, “When people think of anti- 
oxidants they think of pomegranates；' says Dr. Peter 
Jones. pomegranate isn’t patentable.” However, 
there's still plenty of hope fora barley tortilla . ❺ 


The Superfood Chain 


Marketers have loved superfoods-natural edibles with (sometimes 
questionable) health benefits-since Popeye started eating spinach. 
Today they turn up in a surprising range of products. 
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Beauty facial F 


scrub 




Sambazon 

energy 

drink 




ACAI BERRIES 




Jamba 

Juice 

smoothie 


These aiitioxidant-packed purple 
berries come from the Amazon . 
Ualrns of their miraculous weight loss 
powers, however, are unsupported 
by long-term studies. 


Lo w Force 
granola bar 



Sunfood 
cacao paste 


Harvested from the cacao tree, 
these beans are rich with health- 
enhancing flavanols-that usually get 
removed during commercial 
chocolate and cocoa pradu 



Bun's Bees 
sunscreen 




Terravita 

tea 


Peter Lamas 
shampoo 


WHEATGRASS 


This gmss, which can be grown 
indoors, is said to have digestive benefits. 

It got its start in the 1930s s when 
agriculturalists noticed it boosted egg 
production ib chickens* 


Red Mango 
frozen yogurt 




POM 

Wonderful 

juice 


POMEGRANATES 


This ancient fruit became omriiprtseiit 
in the U.S. over the last decade thanks to 
Juice maker POM Wonderful, which 
has poured some $34 million into studies 
oil the fruit's pro-health properties* 
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Etc. Hands On 






The HTC Surround 
features a snazzy 
slideout speaker 
and surround 


The Late Show 


Thu Samsung 
Focus has 
a( display 
screen l>ut 
no sliding 
keyboard 




T-Mobile sells 
tlie HTC HD7for 
$200 witli a \ 
two-year contract 


The Dell Venwe 
Pro features a 
4.r touch display 
and scratch ， 
resistant glass 


The LG Quantum ($200), 
has a sliding keyboard 
io facilitate use of 
the Microsoft Office hub 
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AT&T offers 
the Focus for 
$200 with a 
two-year contract 


The HD7has 
a high-def camcorder 
and 4.3" screen 


T-Mobile also 
has the Venue 
Pro for $200 
with a two- 
year contract 




The Quantum has<l 
3.5 screen and 
boasts 7 hours of 
battery life 


Windows Phone 7 isn’t another 
iPhone clone-but that may 
not matter By Rich Jaroslovsky 

F or a tech company, a late product can 
be as deadly as a bad one. That may 
be the situation confronting Micro¬ 
soft as it releases Windows Phone 7, 
its new smartphone operating system. 
The software is fun，easy to use，and 
not just another iPhone wannabe. The bad news: It 
might be too late for good news. 

Once a major player in handheld devices, Mi¬ 
crosoft has seen its market position tumble since 
the 2007 arrival of the iPhone and the more recent 
explosion of handsets running Google's Android 
operating system. Its comeback attempts have fared 
as badly as Mike Tyson's ： Last year an update of 
Microsoft’s previous software was roundly panned; 
this year，two new phones aimed at young social- 
networkers were killed off in less than two months. 

Unlike those efforts, Windows Phone 7 is nothing 
to be embarrassed about. Microsoft deserves credit 
for doing some things that go against the prevailing 
smartphone norm. Instead of a screen covered with 
little app icons，users get a set of colorful rectangles 
that Microsoft calls “live tiles.” Some provide infor 
mation at a glance and summon basic functions- 
the phone tile，for instance, tells you how many 


calls you’ve missed and brings up the dial pad. 
Others link to frequently used programs, such as 
a mobile version of Microsoft's Internet Explorer 
browser. Still others are entry points for Windows 
Phone 7 J s Big Idea: the “hubs •” These are collections 
of programs, information, and functions organized 
around a single theme. 

There are six hubs: People ， Pictures, Music & 
Videos ， Marketplace, Microsoft Office，and Games. 
The People hub, for instance, aggregates your 
address book, Facebook friend list，and updates in 
one place. Music & Videos is based on Microsoft's 
Zuoe software, which is easy to use and syncs with 
content on your computer. Pictures is a home for 
your snapshots and a portal to others' Facebook 
photos. The hubs are easy to grasp, but not nearly 
comprehensive enough. Facebook is well integrated 
into the People hub-but Twitter isn't. The Pictures 
hub is great if you use Facebook or Windows Live. 
Prefer Flickr? It*s a hassle. You can customize the 
home screen with your own tiles or add apps, but 
you'll find yourself scrolling through tiresome lists. 

The first batch of handsets running the new soft¬ 
ware goes on sale Nov. & I used it on two that AT&T 
will offer，the HTC Surround and Samsung Focus. 
(More than 20 phones are expected to hit the global 
market by Christmas.) Microsoft will be spending big 
to advertise them and provide incentives for man¬ 
ufacturers, carriers，and developers to make Win¬ 
dows Phone 7 a hit. The company finally has a good 
offering，but good may not be good enough. © 
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I don’t need Cheories from 
my lawyer ?： I need answers. 


c person dcpiacd in ihk ,id is jn actor dcptciing j ttaional i: 


Ever get a three-page memo from your lawyer when you're looking for 
quick ， to-rhe-point advice? At Nixon Peabody^ we know that you prefer 
simple, clear and practical to rambling and theoretical. Your world is 
complicated enough. 


Nixon Peabodl 

ATTORNiYS A T LAW 


www r nrxonpeabody r com | Albany ^ Boston Buffalo 1 Chicago 1 London j Long ls!ond 1 Los Angeles ■ Manchester - New York 
Potm Beach Gardens + Paris + Providence ^ Rochester * San Francisco ^ Shanghai * Silicon VaMey j Washfngton, DC 
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Etc. Wealth 


Winners of the 401(k) 
Popularity Contest 


Mid-cap blend ： 
Low-Priced Stock 
year and outpen 


fund Fidelity 
is up 13,5% this 
: performing peers 



A look at which actively managed 
mutual funds shepherd the most_ 

retiremen t assets and how well they do it 

For investors who can bear to peek at their 401(k)s，yearend is 
the time to reassess portfolios. To find out which actively man¬ 
aged mutual funds are the most popular, Bloomberg Businessweek 
asked independent 401{k) ranking service BrightScope to screen 
its database, which covers 50,000 plans-including 90 percent 
of all assets in 401 (k) plans—and uses the most recent plan data, 
ranging from yearend 2007 to yearend 2009. The results listed 
some funds，such as large-cap Fidelity Contrafand, that reward 
investors with good risk-adjusted returns. Tn Contrafurufs case, 
active management lifts it above the crowd. Others，such as 
small-cap growth fund Vanguard Explorer, are underperforming 
their benchmark indexes. Here’s a look at the popular kids in 
three fund categories. O ——Suzanne Woolley 


30% 



American Funds 1 
Growth Fund of America 
(lai^ge-cap growth) 


10/08 


Neuberger Berman 
Genesis (small-cap blend) 


THE STATS 


DATA ： B1.J30MBERG 


These three mutual funds have the most 40i(k> assets of funds in 
ttieir categories (large-cap stock, medium-cap stock, small-cap stwck )， 
according to BrightScope, an independent 401(k) ranking service. 



American Funds' $15L3 billion Growth 
Fund of America dwarfs the No. 2 fund ， 
$68 billion Fidelity Contrafund. Growth 
Fund, whose nine managers track 283 
stocks，has energy as its largest sector 
{72 percent)，and Oracle as its top hold¬ 
ing* As assets have swelled from $37.7 bil¬ 
lion in 2000, so has its overlap with the 
S&P 500, according to Morningstar, as 
measured by “active share” 一 a gauge of 
overlap between fund holdings and a 
benchmark index. Growth Funds 1 over¬ 
lap rose from 33 percent in September 
2005 to 45.7 percent this past quarter 
{Contrafund ? s rose from 23.8 to 26*2)* 
Contrafund, managed by William Danoff, 
has 472 stocks，and 32 percent in tech¬ 
nology. (Top holding ： Apple.) Tt consis¬ 
tently outperforms Growth Fund* 


Fidelity Low-Priced Stock heads up 
mid-cap funds, with a 10-year annual¬ 
ized return of 1L5 percent ， vs. 6.8 per¬ 
cent for runner-up T, Rowe Price 
Mid-Cap Growth, Fidelity’s $30 billion 
fund holds 907 stocks while rivals hold 
from 76 to 365* A third of assets are out¬ 
side the U.S. in companies like the Ca¬ 
nadian grocer Metro and U.K. retailer 
Next. Another widely held fund ， Fidel¬ 
ity Mid-Cap Stock，is up 1L6 percent this 
year* Its 17.3 percent stake in financials 
(as of Aug. 31) has depressed returns. 
Mid-Cap，which tends to hold cyclical 
plays，“aims to be a core fund, but has a 
growth bent/" says Morningstar analyst 
Christopher Davis. “Tf you want all your 
mid-cap exposure in one fell swoop ， I’m 
not sure this fund can do that. 


The top pick ： Neuberger Berman Gen¬ 
esis, The $10 billion blend fund has a 
10-year annualized return of 10.6 per¬ 
cent, vs. 3.7 percent for the No* 2 fund, 
Vanguard Explorer. The top holding 
among its 126 stocks: salt and potash 
producer Compass Minerals. Explorer, 
which holds 659 stocks, trails the Van¬ 
guard Small-Cap Growth Index over 10 
years, (Explorer uses the Russell 2500 
Growth Index as its benchmark.) Daniel 
P. Wiener, editor of newsletter The Inde¬ 
pendent Adviser for Vanguard Investors, 
notes that Explorer^ number of holdings 
has been cut by 40 percent over the last 
12 months. Even so, he says ， Explorer, 
managed by six sub-advisors, “has too 
many cooks in the kitchen and the meal 
they're making isn't particularly tasty.” 
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Forget tear 
gas. Madison^ 
annual Halloween 
party has gone 
corporate 



[Sponsored by 




How a Midwestern mayor 
rebranded one of America’s 
rowdiest parties. ByAimeeGroth 

I n the fall of 2005, some 100,000 college 
students stormed State Street，the main 
drag in Madison, Wis. Many of them looked 
for windows to smash, shops to loot, and 
things to set on fire. They were merely re¬ 
enacting a sacred pastime that has set the 
elite University ofWisconsin-Madison apart from its 
peers since 1977. “The main objective on Halloween 
in Madison wasn’t just to get blackout drunk，” says 
Andrew Tobin，a 2006graduate and currently an art 
director at New York City-based advertising agency 
DraftFCB. M Tt was to incite enough of a ruckus that 
riot police had to show up on horseback with tear 
gas and pepper spray 广 

No one does Halloween like Madison, In 
2005, more than 450 people were arrested while 
$350,000 of taxpayers 3 money was spent on con¬ 
trolling the chaos. For decades，college students 


from around the country have descended upon 
the city of more than 200,000 for a weekend-long 
party, punctuated by a march on State Street, In 
theory this should provide a mid-semester boon for 
local businesses. “Last year I spent somewhere be¬ 
tween $40 and $70 on one costume " says Gamma 
Phi Beta sorority sister Jessica KJobucar, who cel¬ 
ebrated Halloween on four separate nights. How¬ 
ever, the thrill of additional revenue streams for 
liquor stores and fast food joints has been tradi¬ 
tionally offset by local business owners’ concerns 
about an annual Midwestern re-creation of the L.A. 
riots. After Halloween 2002-the first year police 
used tear gas and pepper spray-many retailers 
began standing in their stores with the lights on to 
prevent vandalism. “They had to spend the entire 
night in there," says Mary Carbine，executive direc¬ 
tor of Madison’s Central Business Improvement Dis¬ 
trict advocacy group. 

Dave Ciesiewicz ， Madison’s mayor since 2003, 
tried for years to turn the event around. He'd banned 
glass on State Street during Halloween, and had law 
enforcement train for the event on mounted horses. 
Nothing worked. After the mayhem of 2005, how- 


Madison’s 
Halloween 
party u§ed 
to resemble 
mi annual 
re-creation 
of the_ 
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ever, everything changed, Cieslewicz didn't cancel 
Halloween in Madison: He took it corporate. 

In 2006, Cieslewicz branded the event "Treak- 
fest” and gated a stretch of State Street as its venue. 
He charged revelers $5 to enter, installed flood- 
Jights, and capped attendance at 80,000* At a cost 
of $400,000-80 percent of which was spent on se- 
curity-it was Madison taxpayers 5 most expensive 
Halloween ever. At the end of the night, though, no 
one had been pepper sprayed. “There were charges 
that I was sanitizing this great organic event/' says 
Cieslewicz. “It was very controversial/" Nevertheless, 
Cieslewicz was reelected six months later. 

The following year Cieslewicz hired concert 
promoter Frank Productions to organize the event. 
Sponsors, including Mountain Dew, endorsed the 
evening，and harmless pop band Lifehouse played 
a set. In 2009 the city recovered $170,000 through 
ticket sales. Aided by $30,000 from sponsors, 
the net cost of the event dropped SS percent，to 
$41,000, and arrests were down 89 percent from 
2005 totals. 

This year, Cieslewicz expects about 50,000 par¬ 
ty-goers. With revenues predicted to be around 


^Halloween 
used to be 
our thing，” 
says one 
University 
ofWtscoiisiii 
alummis. 
“Now_ 

it，s theirs” 


$200,000, the town hopes to break even for the first 
time* Students and alumni now largely accept the new 
status quo, Jdani Roy，a 2003 graduate who practic¬ 
es Jaw in New York City, fondly remembers huddling 
around a bonfire with friends as police fired tear gas 
canisters. "Halloween used to be our thing. For the 
students, by the students，” Roy says. w Now it’s theirs；' 
Of course，the city views the transition differently. 
“Since we rebranded the event,” says Joel DeSpain, 
Madison’s public information officer ， “it’s become 
something we*re proud of" 

The takeover has also benefited business owners ， 
who view the diminished threat of hooliganism as a 
good thing. For example ， Ian’s Pizza on State Street 
brought in $14,000 last Halloween，thousands more 
than it brings in during football weekends. “The 
thing with Halloween 广 says Ian’s general manager 
Lexy Frautschy，“is that people from other cities and 
states come into town to party/' That remains the 
core of Madison's business plan. “The city is making 
money off of students walking down a public street 
during one of the best parties on any campus in 
America； 5 say Tobin. Who said no one ever learned 
anything in college? © 
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Etc. The Stack 


With 3 million 
viewers and 
3 million HstciicrSj 
Glenn Beck takes 
home $32 million 
per year 



The “Mad as Hell” 
Marketing Strategy 


Whether clever or cuckoo, Glenn 
Beck is raving all the way to a 
fortune. B 少 Christopher Buckley 

A s the saying goes ： You can fool some 
of the people some of the time-and 
those are the ones you need to con¬ 
centrate on. The ones Glenn Beck is 
concentrating on are his nearly 3 mil¬ 
lion Fox News viewers, the 9 million 
who tune in to his radio show, and the 3 million who 
buy his books. Beck burst onto the national scene, 
and into his signature tears, on Jan, 19, 2009-that 
is, the day before Barack Obama <aka The Antichrist) 
was sworn in as our 44th President. The featured 
guest on his show was Sarah Palin, and there，as Tom 
Wolfe might say, you have it all ： our twin pasionar- 
ias of paranoia, hitting Ihe jackpot* Beck’s annual 
paycheck, according to Forbes, is around $32 mil¬ 
lion. By day he rails about the Obama Administra¬ 
tion's secret concentration camps for political dis¬ 
sidents. By night he sleeps behind fortified walls in 
New Canaan ， Conn. Nice work if you can get it. 



Tears of a Clown: 
Glenn Beck and 
The Tea Bagging 
of America 

by Dana Milbank 
DOUBLEDAY ， 

272 pp, $24.95 



In Tears of a Clown, Dana Milbank, a columnist for 
The Washington Post, has written a lively and depress¬ 
ing book* Demagogic crackpots are hardly new to the 
American scene. Readers wondering when Milbank 
will invoke Howard * f Vm mad as hell and Fm not 
going to take this anymore” Beale—the deranged TV 
anchor in Sidney Lumet and Paddy Chayefsky’s bril¬ 
liant 1976 movie, Network-wiW find him on page 87. 
Father Coughlin, the Nazi-sympathizing, anti- 
Semitic radio priest of the 1920s and ’30s，arrives on 
page 207. Beck stops just short of outright anti'-Sem- 
itism ； though，Milbank writes, he’s clearly troubled 
by the “disturbing hair” in George Soros' nose. Such 
illuminating details make it hard to read this account 
of an unbeautiful mind without wondering whether 
Beck is either a) certifiably cuckoo or b) putting on a 
very clever and very lucrative act. 

Take a random paragraph about this past 
summer ； “Beck has in the last few weeks mocked 
the President's eleven-year old daughter; praised 
Joseph McCarthy ； recommended the work of an an¬ 
ti-Semitic author ； released a ‘rooted-in-fact’ thriller 
about the United States succumbing to a world gov¬ 
ernment; marveled that a Sarah Palin biographer 
has not been punched in the face; and given his con- 
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sidered opinion that the private sector "could prob- 
ably take care of things in Afghanistan better’ than 
U.S. troops. Beck has been in what could be called 
an Ann Coulter spiral: Each outrage must pack more 
shock value than the previous. The difference is that 
Beck，unlike Coulter，has millions of passionate fol ‘ 
lowers.” Whether or not he，s actually deranged, he’s 
raving all the way to the bank. 

Beck has a few traits in common with various 
other messiahs. First among these is his untidy past. 
He bottomed out on cocaine and booze in the late 
1990s as a New Haven radio talk jock. Yet Beck is 
candid about his past: “I was a monster，” he’s con¬ 
fessed* ( Tm a recovering dirtbag" he’s proclaimed, 
and some readers maybe inclined to agree, at least 
with the latter half of the sentiment. His trinity of 
virtues, frequently illustrated on his trademark 
chalkboard, consists of “God，gold and guns.” His 
Fox News colleague Bill CVReilly-who, by contrast, 
comes off as thoughtful and intellectually collected- 
is seen here poking fun at the gold fixation. Howev¬ 
er, that ， too, is another part of the Beck empire: One 
of his biggest advertisers, along with Kaopectate, is 
gold vendor Goldline InternationaL 

Beck’s moment of clarity came in 1999, when 
he embraced the Mormon faith, at which point the 
plot thickens-or congeals. Milbank tells us that he 
came under the influence ofa noxious Mormon-and 
John Bircher-by the (perfect) name of Cleon Skou- 
sen. Now deceased，Skouseo "regarded The Man¬ 
churian Candidate not as a fictional movie, bul as a 
documentary；' Milbank explains. “A Brigham Young 
University professor, he reacted to pressure on the 
Mormon Church to ordain blacks as priests by declar¬ 
ing that communists were attacking the Momions-，’ 
Little good is likely to come when you start with a 
Cleon Skousen as your role model. To its credit，the 
Mormon Church seems aware that in Beck it has a 
live grenade in the pew. Though the 10 percent tithe 
on $32 million must be some comfort. 

Beck’s other infatuations include Obama, one- 
world government, slavery, Hitler，doomsday 
(coming soon), and Woodrow Wilson, Yes，Woodrow 
Wilson. Beck has described our 28th President, Mil- 
bank says, as a “dirtbag racist，” “one evil SOB,” and 
"possibly the spookiest president we've ever had.” 
“The Progressive Era，” Milbank explains，“was the 
time of muckrakers and such things as the struggle to 
aboiish child labor, break up monopolies, clean up 
meat-processing plants，and give women the right 
to vote.” For Beck，“This was a very dark time in our 
nation's history.” 

A dark moment from Beck’s short history: 
When Obama arranged that (somewhat odd) “beer 
summit” between Harvard professor Henry Louis 


The Best And 
the Rightesf 


Five outspoken conservative heavyweights who give Glenn Beck 
a run for his money* — Mamie Hanel \ 


BHI 

O'Reilly 

Henry 

Kissinger 

Ann 

Coulter 

Rush 

Limbaugh 

Tucker 

Carlson 

Weatherman 

Edition anchor 
climbs ladder 

Diminutive 
Harvard 
academic finds 
big voice in 
Washington 

Twice-fired 
MSNBC legal 
correspondent 
turns coi 咖 nist/ 
pundit 

Kansas 
CityRoyals 
marketing 
employee heads 
for the majors 

Swanson heir 
rises to co-host 
Crossfire, fails 
to Dancing 
WUh Che Scars 

Started a war 
of words with 
America’s 
Sweetheart 
Jennifer Aniston 
about single 
parenting 

Once asked 
to spend 

New Year’s Eve 
with Candice 
Bergen, despite 
two-decade 
age difference 

Leaked 
description of 
Qimon，s 
“distinguishing 
characteristic" 
as adviser to 
Paula Jones 

Launched 
anti-Obama 
"Operation 
Chaos" asking 
Republicans to 
vote for HilUiry ui 
2008 primaries 

Purchased 

KeidiOlber- 

mann.com 

Promised to 
"never tnisr 
Bush again if 
there was no 
evidence of 
WMDs in Iraq 

Called Indira 
Gandhi 
a bitch” 
in taped 
conversations 
with Nixon 

Quipped, 

“No wonder you 
guys lost" to 
a disabled 
Vietnam veteran 
on air 

Resigned from 
ESPN after 
racially charged 
comments 
about Donovan 
McNabb 

Mistakenly 
described John 
McCain as 
sleeping during 
the 2007 State 
of the Union 

“The Sisyphus 
of ftlOFDBS" 
-Keith 
Olbennann 

"How does it 
feel to be a 
war criminal?*' 
-Peter Jennings 

"lESllItlllg, 

confusing” 

-Meghan 

McCain 

“Bo]ie]iea<T 

‘David 

Letterman 

d-k w 

-Jon Stewart 


According 
to Beck, 
Woodrow 
Wilson was 
a H dirtbag 
racist ，， 
and “one 
evil SOB” 


Gates Jr. and the Cambridge (Mass.) cop who ar¬ 
rested him for breaking into his own house，Beck 
jumped the shark, in forming his viewers that Obama 
“has a deep-seated hatred for white people or the 
white culture.” This assertion did not go down well; 
most people，including many of his colleagues at 
Fox, reached for the Kaopectate* Beck responded 
in typical fashion ： “rm not saying he doestVt like 
white people.” Milbank wearily points out that, well ， 
actually, in fact ， that’s exactly what he said 

By this point, readers may have arrived at a scar¬ 
ier conclusion* After all the fearmongering and the 
ignoramus statements, they may shrug and marvel ， 
yet again, at the wonderful, generous employment 
opportunities America provides to its whack jobs, so 
long as they entertain us. On that score, the author 
of this useful ， timely, and even important book gives 
due credit. Love him, hate him, fear him, there's no 
denying Glenn Beck is “an entertainment genius,” 
The only remaining question is whether the rodeo 
clown is having the best laugh of alL © 
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Etc. Hard Choices 


Mel Karmazin 

“The choice was between the 
Sirius person and the XM person.... 
We didrft want more people 
losing their jobs than was necessary 




The Sirius XM chief on learning to manage, 
going with hi s gut， and picking who gets 
to stay on the job after a merger of equals 




W hen we completed the merger 
of Sirius and XM in 2008, 
there was a lot of redundan¬ 
cy ： two CFOs, two general 
counsels，two heads of pro¬ 
gramming, and other roles 
where there were Iwo people when we only needed 
one. For every position, I had to pick between two 
qualified people. 

It was very hard: About 500 people had to lose 
their jobs. Not because they weren’t good, but 
because we didn’t need them, I decided that we 
weren’t going to try to find the single best person 
for each job. The choice was between the Sirius 
person and the XM person. We didn't look at anyone 
outside. We didn’t want more people losing their 
jobs than was necessary. 

The first thing I did was get to know the people 
who were going to report to me ； I interviewed them 
and had to decide who was better* Knowing someone 
well can cut both ways. You know their strengths ， 
but you also know their faults. It’s not a perfect 
science-and I probably made mistakes-bot I don't 
look for qualities I might have. Vm more impressed 
with someone who's not like me. Ifs because of 
my own insecurity ： My father was a cabdriver, my 
mother worked in a factory, and I was aC student. 
There's no best way to do something- When I 
first became a manager, my inclination was to think 
my style was right because I was the one who had 
been promoted. T learned it，s not about style. Some 
people get out of a huddle and walk to the line 
of scrimmage while others run* I don't think that 
matters. What matters is what happens when the 
ball is snapped. 

I try not to be as hands-on as I would like* People 
need to fed they’re running their own business. Ill 
offer up opinions, but I try not to tell them what 
to do. When I make a decision, I tend to consider 
the facts and make it quickly. You just have to focus 
on the endgame. T think about what，s right for our 
shareholders and subscribers. If I can make these 
decisions，anyone can. © — As told to Diane Brady 
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Innovation #1,574 

40% More Efficient LED-Backlit Monitors 


Greater impact. Smaller footprint. 



As a world leader in R&D Samsung develops groundbreaking products that deliver bottom-line 
results. Products Jike our eco-friendly PX2370 LED-backlit monitors that consume 40% less 
power than conventional CCFL monitors. Go green and reduce costs in style with our complete 
fine of innovative LED products and experience more vivid displays and longer product lifespans. 
Because at Samsung, it’s not just business. lt J s business, innovated. 


Discover oor future^forward line of LED products at samsung.com/proLED. 



EX22DX Monitor 



BX2440 Monitor FI OM LED Projector 
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better email. 

Virgin America has 
gone Google. 
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on the web. Learn more at google, com/ ggn^google ■ 
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